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Home Life, New York........... ...-66.8 68.9 
John Hancock (Ordinary Business). 58.7 66.8 
.Massachusetts Mutual .............. 61.7 57.6 
Metropolitan Life (States that it cannot 
furnish these figures.) 

Michigan Mutual ................--- 70.7 79.0 
SS 3 errr 61.3 65.2 
Mutual Life, New York.............. 70.5 78.4 
National Life, Vermont ............° O1.1 63.7 
Matiomel Tite; Ws Se. Accs ccc ccccees 71.9 63.6 
New England Mutual ............... 50.9 62.4 
i ee i vetckeeessecsste 70.9 70.4 
Northwestern Mutual ............... 53.8 57-5 
LG ETT TET eC LIT 53-5 63.9 
finn iene hind pinets otitie 74.0 71.3 
i NS cp acaseshdeen al 64.1 67.5 
Pettswere LAs Ee TMs... 2.0. cscccees 81.8 85.0 
Provident Life & Trust.............. 54-9 54.4 
Prudential (Omitted because we have 
not the figures showing Ordinary 

business only.) 
Se TD ww ow sweet dc aicte owe st 70.3 62.1 
Security Life of America............ 30.0 25.0 
State Life of Indiana................ 52.0 75.0 
State Mutual Life, Massachusetts. ...65.9 61.5 
State Mutual Life, Rome, Ga........ 68.5 
EES vin cics obec se ovie de 65.8 71.8 
ED Keka Sncadewbesesevt seve 69.0 60.9 
See GANUUD MDO sie sew ee cvevcc swe’ 59.4 58.2 
Union Mutual, Portland, Me......... 72.6 76.3 
Se CO TA sce c ee ceccecees 87.9 84.6 





The above list takes in all of the companies oper- 
ating in this country which have been in business 
for a considerable period, and which have a large 
enough volume of insurance in force to make their 
experience instructive. Several thoughts are sug- 
gested by this condition of affairs. The first is 
that the companies are laying aside a great deal, 
more money in their reserve than it is likely they 
will ever require for the payment of claims, and, 
this being so, it is an interesting question how the 
excess can ever equitably be distributed among 
the policyholders whose premium payments con- 
tribute to the accumulation of these excessive and 
unnecessary reserves. Of course, current mortality 
Savings are reflected in the savings or dividends 
returned to holders of participating policies; but 
the amounts laid aside as reserves in excess of the 
amount really needed, under present-day condi- 
tions, to insure the payment of claims as they 
mature hereafter presents greater difficulty of dis- 
tribution. What of the policyholders who have 
died and will die in the immediately ensuing years? 





Apparently they have to pay considerably more 
than their insurance has really cost, though 
under our present laws governing the accumula- 
tion of reserves of life insurance companies it 1s 
impossible to return any portion of these over- 
payments. Unless the system is modified, the in- 
surance companies will continue year after year 
piling up larger and larger reserves, which, in 
view of the progress that the human race is now 
making in its understanding of hygienic living— 
reflected in a steadily decreasing death rate—will 
never be necessary to insure solvency, or to meet 
death claims. Who will get them eventually? 
Some time ago we printed an editorial in which 
we discussed the extraordinarily rapid concentra- 
tion of liquid assets in the hands of the life insur- 


ance companies of this country, and particularly 


| government. 


in this city, stating our opinion that this is not a 
healthy or desirable condition under our form of 
One reason for this rapid growth is 
that the companies are required, in order to show 
a solvent condition, to lay aside every year as 


| reserves great sums of money, amounting to many 


millions of dollars per annum in the aggregate, 
which are absolutely unnecessary. 
In this condition also is seen a ray of hope for 


| those fraternal orders which have been operating 





upon unsound lines; erring as greatly in their 
failure to establish adequate reserves as our pres- 
ent system of laws errs in the other direction of 
requiring “old line’ companies to maintain exces- 
sive reserves. Measured by the standard mortal- 
ity tables, most of the fraternal orders are hope- 
lessly insolvent, but deaths are not occurring near- 
ly so frequently as those tables indicate may be 
expected. 

Why would it not be a very desirable thing for 
all the leading companies to exchange their ex- 
periences over a long period of years and work 
out a new set of tables which would represent 
more accurately than those now in use the actual 
death rate that life insurance companies must be 
ready to meet? 





THE ANALYSIS OF POLICY CONTRACTS. 


An Important New Feature of Our 1911 Volume. 


Some of our subscribers do not seem fully to 
understand and appreciate the value of the system 
which we adopted this year for analyzing the 
contracts of life insurance companies. In previous 
years we commented only upon those features 
of each policy reviewed which differed materially 
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from the standard provisions adopted in this State, | the work has been done, we quote the questions 
that being the only legal standard available. Our | concerning loan values, which are answered with 
desire, however, has been to find some quick and | regard to the policy of each of two hundred and 
at the same time reliable method by which any | fifty-nine companies reviewed in our volume: 


particular provision in a policy could be learned, bod: Ain enh ab chun pent to cntive wa eed ee 


and by following the same method of indexing for mium reserve available without payment of ensuing 
each company to provide for immediate compari- year’s premium? (b) How many full years’ pre- 
son of contracts on any or all essential points. miums shall be paid before loans are available? (c) 

This we accomplished by means of a careful Available at any time, or may company defer pay- 
analysis of the policy contract, which analysis is ment? (d) Can loan be repaid at any time or may 


company demand payment at any time? (e) Are 


printed on the inside of both the front and back ey _ 
loan values increased by dividend additions or ac- 


covers of our I911 volume, and also on a movable 
sheet of bristol-board, which can be shifted from 
one part of the book to another, as convenience 


cumulations? (f) Interest charge? Is it payable in 
advance? 


requires. \WVe divided the policy into its essential Suppose a subscriber desires particularly to 
parts, and these are listed alphabetically, ranging | know whether a policy loan can be obtained on 
all the way through from “application” and “auto- | demand, or, on the contrary, may be deferred by 
matic non-forfeiture provisions” to “surrender | @ company. Instead of having to read through 
values.” Each principal division of the policy was | half a dozen or more contracts, he simply turns to 
sub-divided into one or more parts; each question | the answer to question 10 (c) for each company 
is numbered; and each sub-division indicated by | 12 which he is interested. ‘There he finds the in- 
a reference letter. formation. 

Thus, if a subscriber desires to ascertain the pro- The amount of work involved in preparing these 
visions in the contracts of, say, half a dozen com- analyses was very great, but the satisfaction with 
panies concerning loan values, it is necessary for which this innovation has been received by most 
him only to turn to the analysis of the policy of of our subscribers has entirely repaid us. It has 





each company and read the answers there printed been apparent, however, that some of our sub- 
scribers, do not wholly understand the value of 
this new feature; hence this explanation. 


to question 10 and its sub-divisions (a) to (f). 
As an indication of the completeness with which 





Latest Insurance Decisions Discussed 
By WILLIAM OTIS BADGER, JR. 


(OF THE NEW YORK BAR) 

















It is our purpose month by month to discuss the most CONDITIONS OF HEALTH. 

Where an Applicant for a Policy of Life Insurance, 
Examined by his own Physician, is told that He is 

and Canada which have an immediate bearing on ques- not Afflicted with a Fatal Disease, though such as 

the Fact, and the Physician Mdkes this False State- 


i - ment because of its Effect upon the Sick Man, Held 
surance agents. The decisions themselves will not be Policy Valid 


important recent decisions of the courts of this country 
tions of interest to the insurance public and to life in- 


printed in full, and the technical portiens will be pur- In this case, recently decided by the Court of Appeals 
of Maryland, the assured had stated in his application 
that he was not suffering from Bright’s disease, etc. 
covering the facts involved and the conclusion of the | His physician, who examined him some time before he 
applied for the policy, was of the opinion that he had 
discovered a fatal case of Bright’s disease, but in order 
not to frighten the assured, told him that he did not have 
If at any time our subscribers should desire complete | Bright’s disease or anything like it, and that he would 
soon recover. 

The assured, after taking the policy, died of Bright’s 
it for them. | disease, and the defense submitted the questior of fact 


posely omitted so that the comments on the case, while 


courts, will-be readable and within the understanding of 


the laymen. 


decision in a case we refer to, we shall be glad to obtain 
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as to whether or not the assured had really been suffer- 
ing of this complaint at the time his application was 
filed. The jury found that as a question-.of fact that he 
was not suffering with Bright’s disease, and the higher 
court, summing up the case, speaks as follows: 

“It is not claimed that the insured made any other 
pretended that he was 
other respect. 
was due solely and ex- 
at the date of his appli- 
therefore the questions of bad faith, 
material misrepresentation, and falsity of the answer 
that he was in good health were necessarily involved 
in the inquiry as to whether he had Bright's disease 
at the date of the application, or the issuance of the 
This appears to be the sole question of fact 
If at that date the insured was 


false statement, nor is it 
guilty of bad faith in any 
health, if it existed at all, 
clusively to Bright’s disease 
cation, and 


policy. 
involved in the trial. 


afflicted with 
jury. 


Mutual Life 


His bad 


November. 


Bright’s disease, the plaintiff was not 


entitled to recover, and the court so instructed the 
If at that time he was not so afflicted, the 
plaintiff was entitled to a verdict.” 


v. Robinson, 40 Insurance Law Journal, 





charge. 








DO YOU WANT TO KNOW MORE? 


We can secure for you a complete copy of 
any of these decisions, or better yet, a résumé 
of the other cases which have been decided 
along identical lines. 
cases in any particular State. All for a moderate 


We can give you all the 











| Reports Upon Companies and Associations 





AMERICAN BANKERS 


COMPANY, CHICAGO, ILL. 





Examined for Colorado Insurance Depart- 
ment—Numerous Criticisms. 
An examination of this company was 


INSURANCE | cern in Dubuque, Ia. 
| this is contrary to the insurance laws of | 
Illinois, section 207, which specifically for- | 


| 


/ 


recently conducted for the Colorado In-| 


surance Department by the office of S. 
H. Wolfe, consulting actuary 
York City, the examiner in charge being 
Lee J. Wolfe. The report is based upon 
the condition of the company as of June 
30, 1911. 

The examiner stated that in this ex- 
amination* he merely verified the records 
from April 12, 1911, when the company 
was last examined by the Illinois Insur- 
ance Department to June 30, 1911. The 
admitted assets were then $350,273.03; 
net reserve, $11,396; paid incapital, $236,- 
656.80; surplus over capital and all other 
liabilities, $76,038.88. The total income 
up to June 30, 1911, according to the re- 
port of the examination, was $146,034.62; 
of the latter amount, $109,380 represents 
‘‘increase in surplus from stock subscrip- 
tions.”” The commissions after sale of 
capital stock and other organization ex- 
penses aggregated $39,612.40. Total dis- 
bursements, $95,592.91. 

The report states that the company is 
still selling its capital stock by means of 
agents and is paying large commissions 
for the sale thereof. Referring to the as- 
sets of the company, the examiner states 
that the company has several loans on 
church property in Montana, which loans 
were purchased through one of the large 
stockholders of the company, Mr. Peter 
Kiene. It was found that the interest re- 
ceived on such loans is only 5%%, which 
the examiner states is too low in consid- 
eration of the risk taken, ‘‘and the fact 
that church properties are as a rule un- 
desirable loans.’’ The report states that 
the collateral loans of the company did 
not appear on the books as collateral 
loans, but are carried as bills receivable. 
He mentions one loan for $4,500 to Mr. 
Peter Kiene, which is secured by fifty 
shares of preferred stock in the N. B. 
Glover Company, a manufacturing con- 





of New. 





He points out that 


bid the 
panies’ 


of life insurance com- 
on industrial securities. 


loaning 
money 


|The examiner also called attention to an- 


other loan of $500 secured by stock in a 
small bank at Epworth, N. D., which 
loan was made by the company as a per- 
sonal advance to one of its stock sales- 
men. The examination states that in 
making both of these loans the company 
has violated the insurance laws of Illi- 
nois, neiter loan being approved by the 
board of directors or the committee 
charged with the supervision of the com- 
pany’s investments. The treasurer of 
the company informed the examiner that 
on or before August 1, 1911, Mr. Kiene 
would take up his collateral loan. 

The examiner found that the records 
of this company do not show the amount 
applied to the capital stock from the par- 
tial payments which are being made on 
the subscriptions. He also stated that it 
became necessary to make a calculation 
to determine the amount of the capital 
stock actually paid up in cash, and the 
report shows the following figures as of 
June 30, 1911: 

Total selling price of subscriptions, 
$738,070; par value of certificates issued, 
223,420; selling price of certificates is- 
sued, $569,465; bills receivable and per- 
sonal accounts, $135,513. The cash re- 
ceived in partial payments on account of 
capital and surplus was $33,092, of which 
$13,236.80, or 40%, represents the capital 
stock portion. As already stated, the 
amount of capital stock paid up in cash 
was $236,656.80. The report shows the fol- 
lowing exhibit of the disposition of the 
surplus funds from date of organization 
to June 30, 1911: 


Debits to Surplus Account. 


Income from premiums........ $43,644.60 
Income from cash surplus...... 371,459.44 
Income from cash capital...... 246,896.80 
Income from interest........... 7,053.30 
Income from miscellaneous 

ROUGOE. ccnccocecechicsccecsese 402.50 


| Nom-ledgwer @88etS ...ccccceocccs 6,697.13 





$676,153.77 
Credits to Surplus Account. 


Disbursed for commissions..... $27,000.00 
Disbursed for agency supervi- 
eee ee ee 8,045.02 
Disbursed for medical fees..... 5,958.00 
Disbursed for salaries.......... 27,593.96 


er 
for miscellaneous of- 
expenses 


Disbursed 
Disbursed 
fice 


3,439.18 


16,661.27 


Disbursed for legal expenses... 3,254.07 

Disbursed for various other 
NEED  cedvécadas ccee Seed 10,855.87 

Disbursed for stock sales and 


organization 
Furniture and 
Agents’ 


182,192.28 
7,084.94 
33,145.36 


fixtures 
balances 


“*e ee ee 


ee ee eevee eeeee 


Loans on personal account..... 3,000.00 
Uncollected and deferred pre- 
miums in excess of reserve.. 185.12 





DED, “teu oii cd ot eee heed a 
|'Unpaid death claims........... 
Miscellaneous liabilities 


11,396.00 
3,000.00 
2,332.89 

18,013.94 


Capital stock 


Balance (surplus) 76,038.88 


$676,153.77 
The report states that from the above 
figures it will be seen that the surplus 
has decreased since the last report of the 
Illinois Insurance Department, dated 
April 12, 1911, by $10,575.20. It further 
states that when the former report was 
made, the surplus was over-stated $18,- 
013.94; therefore, in reality the com- 
pany’s surplus has increased by $7,- 
438.74. The report points out, how- 
ever, that the company has received in 
contributed surplus, between the dates of 
the two examinations, $21,007.80, thus 
showing an actual decrease in surplus of 
$13,569.06. The report states this decrease 
is due to a great extent to the excessive 
cost of selling the company’s stock, the 
large salaries and the excessive cost of 
producing the small amount of business 
which is on the company’s books. 
Referring to the business methods of 
the company, the examiner reports that 
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the statements which it filed with the 
Illinois and other insurance departments 
on December 31, 1910, were not correct, 
and that “this condition existed with a 
full knowledge of some of the officers.” 
This, the report states, refers to the col- 
jateral loans previously mentioned, the 
principal one being to Mr. Peter Kiene, 
who owed the company $6,000. Mr. Kiene 
paid his note by check on the 30th of De- 
cember, 1910, and on December 31, 1919, 
the company sent Mr. Kiene its check 
for $5,750 in payment of loan made to 
him on his note dated December 30, 1910. 
Thereby the company was able to take 
credit for the cash in bank, which the 
report states is’'an allowable asset, “‘in- 
stead of bills receivable, which is a disal- 
lowed asset (Mr. Kiene’s original note 
being unsecured.)”’ 

The report further states: “In addition 
thereto the company did not have $5,750 
among its cash in bank that date, but 
had its money loaned out on the col- 
lateral previously mentioned, which if it 
had shown in the statement would have 
indicated clearly that the company was 
not making its investments in accord- 
ance with the insurance laws of the 
State of Illinois.”’ 

The examiner stated that up to Janu- 
ary, 1911, the company sold stock at $25 
per share, par value $19. He refers to 
the fact that the subscriber had present- 
ed to him on the face of the subscrip- 
tion blank the fact that $7 of the sur- 
plus subscribed could be used for promo- 
tion expenses. He states that under the 
present subscription blank the subscriber 
pays $30 per share, $20 of which goes to 
surplus and that no mention is being 
made of the fact that 35% of the surplus 
subscribed ‘‘can be and is used for pay- 
ing commissions and the salaries of the 
officers for supervising the sale of the 
stock.’’ The examiner recommends the 
discontinuance of the present subscrip- 
tion blank, and that instead the com- 
pany use one which would give the nec- 
essary information to the prospective 
subscriber with reference to the amount 
which the company may spend for pro- 
motion expenses. 

The examination also points out that 
the stock salesmen of the company are 
using deceptive literature, and _ refers 
especially to a booklet entitled, ‘“‘Life In- 
surance Statistics,’’ and to another en- 
titled, “A True Story of Success and Its 
Moral.” It is the opinion of the exami- 
ner also that the company has exceeded 
the expense fund of $7 per share, which 
it was agreed was to be used for promo- 
tion expenses. He points out that the 
company had sold 23,665 shares, which at 
$7 per share produced a promotion fund 
of $165,655. According to figures given 
by the examiner, the actual promotion 
expenses up to June 30, 1911, were $188,- 
160.15. The examiner recommends that 
steps be taken immediately to stop the 
sale of stock with the excessive cost ex- 
isting at the present time. Even the 
agreed $7 per share is, in our opinion, 
far too much. 

Referring to the new business of the 
company the report states that $957,000 
was written the first six months of 1911; 
also that the cost of obtaining this busi- 





ness is excessively high. The examiner 
found that $83,026.22 was disbursed as 
commissions, agency, traveling expenses, 
etec., “to get on the company’s books $43,- 
644.60 of first-year premiums, thus show- 
ing a percentage of 190%.’’ The exami- 
nation stated that these expenses did not 
include any disbursements for rent, fur- 
niture and fixtures or Insurance Depart- 
ment licenses and fees. The examiner 
recommended that steps be taken at once 
to reduce the cost of obtaining new busi- 
ness. He also recommended a reduction 
in officers’ salaries until such time as the 
earnings of the company justified the 
payment of the present salaries. It was 
the opinion of the examiner that the of- 
ficers should devote more time to the 
selling of insurance and less time to the 
sale of the company’s stock. 





AMERICAN NATIONAL INSURANCE 
COMPANY, GALVESTON, TEX. 





Examined for Insurance Departments of 
Texas, Mississippi and Alabama. 
We recently succeeded in procuring a 
copy of the report of an examination of 
this company conducted by Halliday & 
Damron, consulting actuaries, for the In- 
surance Departments of Texas, Missis- 
sippi and Alabama. The report.-is dated 
June 10, 1911. It has never been printed 
for public distribution, but on account 
of the important findings of the exami- 
ner, Mr. Halliday, we had a copy of the 
report made for us by a stenographer 
connected with the Mississippi Insurance 
Department. The statement of the com- 
pany, as of December 31, 1910, is practi- 
cally the same as that shown by us in 
our 1911 volume, except that it shows the 
income and disbursements in the ordi- 
nary and industrial departments for the 

year 1910 separately. 

The total income in the ordinary de- 
partment was $400,984.82. Of that amount 
$128,926.98 represented first year’s and 
$268,712.42 renewal premiums. The total 
disbursements were $254,996.76, the death 


claims aggregating $61,150, the _ total 
amount paid policyholders being $87,- 
520.66. The commissions paid to agents 


on new business aggregated $105,955.16. 
Other expenses chargeable to new busi- 
ness aggregated nearly $35,000, making 
the total cost of new business much in 
excess of the first year premiums re- 
ceived. 

The premium income in the industrial 
department was $525,054.81; total income, 
$525,373.03; total paid policyholders, $158,- 
©09.12; total disbursements, $406,966.46. 

The statement of the industrial depart- 
ment shows that the entire amount re- 
cejved as first period premiums ($77,007,- 
%6 was expended as commissions. Other 
expenses chargeable to new business ag- 
gregated $14,520.31. In addition, the com- 
pany spent for agency supervision and 
traveling expenses $52,271.56. Part of 
this amount at least is chargeable to new 
business. 

The report of the examination stated 
that the new business in the life depart- 
ment fell off somewhat in 1910, and the 
lapse rate was heavy, due to the closing 
of a large agency that had yielded un- 
profitable business. The report also stat- 





ed that the expenses have now been 
brought down to a normal ratio. The ex- 
aminer stated that the cost of operating 
the industrial department appears to be 
conservative. 

The report of the examination and 
correspondence in connection therewith 
is of such length that we are unable to 
mention all of the points brought out, 
but refer to a few of the most important 
below: 

The examiner found that the company 
had carried an average daily bank bal- 
ance of $150,000 without interest through- 
out the year, which amount makes up a 
large proportion of the company’s as- 
sets. He calls attention to the fact that 
this state of affairs results in an average 
gross rate of interest on the company’s 
funds of only 64%, although the bulk of 
the company’s invested assets consisting 
of mortgage loans yielded interest from 
8% to 10%. 

It was found that the stock control of 
the company appears to be vested in the 
firm of W. L. Moody & Co., private 
bankers and cotton factors, of Galveston, 
Texas. The report states that the same 
firm appears to be in control of the bank 
which is the principal banking connection 
of the insurance company. W. L. Moody, 
Jr., the president of the company, is an 
active member of the firm of W. L. 
Moody & Co., and is also president of the 
Commercial Bank. The report further 
states that the control of the insurance 
company by W. L. Moody & Co. appears 
to have been effected largely by transfer 
to that firm of shares of insurance stock 
still standing on the books of the insur- 
ance company in the name of W L 
Moody, Jr.; also that the firm by its last 
annual statement does not show ownere- 
ship of quite as much as 50% of the capi- 
tal stock of the Commercial Bank re- 
ferred to, but the holding of shares in 
the bank by. the insurance company 
would appear to give W. L. Moody & Co. 
practical control of the Commercial Bank 
also. 

The examiner also found that W. L. 
Moody & Co. had not made full cash out- 
lay as a consideration for the stock of 
the insurance company it appears to own. 
He stated that the Moody family hold 
about 1,236 shares of record of a par 
value of $123,600, though the books of the 
insurance company show that it has 
maintained an average deposit with the 
private bank of W. L. Moody & Co. of 
about $114,000, which sum is subject to 
withdrawal by check. Notwithstanding 
this, the insurance company has not 
maintained the account as active, and 
the examiner stated that it is plain that 
checks drawn against this private bank 
by the insurance company must really 
have the approval of the private bank it- 
self which controls the insurance com- 
pany. 

It was found that many of the mort- 
gage loans of the insurance company 
have been procured through the agency 
of W. L. Moody & Co., “‘which in itself 
is the owner of more than $1,000,000 of 
Texas lands, and which makes a practice 
of lending money on farm lands.” 

The examiner found that the insurance 
company has favored its Commercial 
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Banking connection with deposits of 
“unnecessary proportions.’” He strongly 
urges the early sale of shares of the 
Commercial Bank now held by the insur- 
ance company which stock he states was 
purchased in 1909 at 125, and now has a 
book and market value of approximately 
140. 

Referring to the management of the 
company the report states that it is sup- 
posed to be supervised by an executive 
committee of. the board. It was found, 
however, that the committee does not 
meet sufficiently often, the minute book 
showing that it had only met three times 
since May 18, 1909. The examiner inti- 
mated that such committee should meet 
at least once a month. He also stated 
that the company has neglected to pro- 
cure the approval of its board of direc- 
tors before investing its funds. 

In conclusion the report gives the of- 
ficers credit for an evident desire to put 
the affairs of the company on a proper 
footing. It commends the company for 
its effort to cut down expenses, for meet- 
ing claims promptly and for “developing 
the possibilities of the business’’ in many 
ways. It states that considerable care 
and accuracy have been displayed both 
in the actuarial and accounting depart- 
ments, and that the investment depart- 
ment shows a system much improved in 
recent months. 

The report recommends radical changes 
in certain respects “if the best interests 
of the policyholders are to be served.” 
It further states: ‘““‘The nature of the con- 
trol of this company creates a necessity 
for careful departmental supervision, and 
points to the advisability of an active ad- 
ministration by an independent board of 
directors.’’ The examiner contends that a 
regulation of the business would end the 
useless deposit of over. $100,000 in the pri- 
vate bank of W. L. Moody & Co. 

In its conclusion the report again calls 
attention to the company’s practice of 
holding bank stocks for investments, 
stating that it is “inconsistent with in- 
surance practices and contrary to the ex- 
pressed wish of the Texas Legisiature.”’ 
The examiner said that the company has 
reduced such holdings in anticipation of 
statutory requirements, and recommends 
that the balance of such holdings should 
be disposed of as early as possible. 

The examiner found that the system of 
bookkeeping is needlessly elaborate, and 
that the records of the company are not 
sufficiently complete to furnish a check 
on the transactions of the officials. 

Referring to the industrial department 
the report states that there are no actu- 
rial records at all in such department, 
and recommends that a proper industrial 
valuation record be started. 

Finally, the examiner stated that the 
surplus funds of the company were prac- 
tically unaltered since its last statement, 
but in his opinion ‘“‘an additional reserve 
should be apportioned for the benefit of 
deferred dividend policies in the ordinary 
life department, and the company should 
carefully consider the advisability of 


creating a special reserve for the benefit 











of industrial department policies that 
carry sickness benefits.” 

After a perusal of the communications 
accompanying the report of this exami- 
nation, it is plain that the company has 
endeavored to discount the examiner's 
findings, and has gone so far as to deny 
that it is open to criticism in many of 
the important matters referred to. Upon 
going over this correspondence carefully, 
however, we are inclined to believe that 
the examiner was perfectly justified in 
his criticisms. 





AMERICAN TEMPERANCE LIFE IN- 
SURANCE ASSOCIATION, NEW 
YORK, N. Y. 





Report of Special Audit Committee Held 
Up by Officers. 

The report of the special audit com- 
mittee which was appointed at the last 
annual meeting of this association held 
on November 15, 1910, was, with the rec- 
ommendations of the committee, sub- 
mitted to the association early in Jan- 
uary, 1911. This report was considered 
at a meeting of the committee and direc- 
tors of the association held on January 
17, 1911. After considerable discussion, 
the meeting adjourned, the directors of 


the association having agreed to adopt) 
appointed | 


certain recommendations and 
committees to consider other recommen- 
dations of the audit committee. 

The final report of the audit commit- 
tee was prepared and made public on 
May 11, 1911, and due credit was given 


the management of the association for a. 


few improvements which had been made. 
It was presented by the audit committee 
to the association with 


the last annual meeting of the assecia- 
tion. The association failed to comply 
with the request, and another meeting 
was arranged between the audit commit- 
tee and the executive committee of the 
board of directors, such meeting being 
held on May 25, 1911. After considerable 
discussion it developed that the execu- 
tive committee of the board was desir- 
ous of having the report modified and 
compiled in a much briefer form, or to 
refrain from sending it altogether, the 
directors of the association being of the 
opinion that the members would be 
frightened upon receiving the report, and 
that many of them would lapse their poli- 
cies. 

Most of the members of the audit com- 
mittee were in favor of sending the re- 
port to members as it stood, though no 
final decision was reached. 

As nothing had been done, the audit 
committee met again in September, re- 
vised its report and submitted same to 
the association under date of September 
28, 1911, requesting the association to 
send such report to all the members. In- 
stead of doing so, however, the secretary 
of the association merely acknowledged 
receipt of the report, and nothing further 
has been done in the matter. 

It now appears that the association has 
induced the majority of the audit com- 
mittee to agree that the report shall not 
be sent out at this time, and that instead 
it shall simply be read to those present 
at the next annual meeting of the asso- 





instructions to. 
‘send it out to the members, as agreed at 


‘ciation which will be held on Novémber 
| 21, 1911. 

| From the above it will be seen that 
the management has finally succeeded in 
its determined effort to side-track the re- 
port of the audit committee, and thereby 
keep it from the membership at large, 
being fully aware of the fact that if the 
report were sent to the membership be- 
fore the next annual meeting, there would 
be a determined effort to oust the pres- 
ent management at that time or petition 
the Insurance Department to take charge 
of the institution. 

As the report of the audit committee 
has been redrafted two or three times, 
and approved twice by the majority of 
that committee, we feel that those inter- 
ested and the insuring public at large 
should Know the facts. It is not likely 
that our paper will reach everyone inter- 
ested, but the matter is so important that 
we have decided to print the last report 
as approved by the majority of the com- 
mittee under date of September 28, 1911. 
This report is milder throughout than 
| those drawn up previously, but it will 
enable our readers to obtain a general 
insight of the affairs of the association 
as conducted for years by the present 
management. It will also show how ef- 
fectively the present’ management keeps 
from the members the real facts con- 
cerning the condition and management of 
the association, the while soothing them 
into the belief that “everything is all 
right.”’ 

REPORT OF COMMITTEE ON AUDIT 
AND INVESTIGATION. 
New York, Sept. 18, 1911. 
To the Members, American Temperance 
Life Insurance Association: 





At the annual meeting of the members 


of the association, held November 15, 
1910, the undersigned were elected a 
committee to audit the report of the 


treasurer submitted to that meeting, and 
to make a searching investigation of the 
‘condition of the association and report 
the same to the members if the commit- 
/tee should deem it advisable. 

The committee concluded its investiga- 
tion early in January and submitted to 
| the board of directors many of its find- 
ings, together with recommendations. At 
the January meeting of the board a num- 
ber of these findings and recommenda- 
tions were considered in detail, and ‘“‘ap- 
proved”’ or referred to the executive com- 
mittee for further consideration as will 
be noted below. We have delayed mak- 
ing our report to members in the hope 
that we might include information re- 


garding definite steps taken by your 
board of directors and executive com- 
mittee looking toward the improvement 


and strengthening of the association. 

From the volume of information se- 
cured your committee has selected the 
following as worthy of your considera- 
tion. 

1. Treasurer’s Report. 

In. auditing the treasurer’s report, we 
found that while the total receipts and 
disbursements agreed with the totals re- 
corded on the books, several items of 
disbursements were transposed and in- 
correct as to the headings under which 





they were reported. The treasurer had 
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not been bonded, as called for by the | provision has been made for keeping the 


by-laws. 


| 


receipts of the two sections entirely dis- | 


Your committee recommended that the | tinct. } 


treasurer be bonded in 
amount. 

Since the annual meeting, Mr. George 
KE. Godward has resigned as secretary 
and treasurer. His father, Mr. George 
W. Godward, has been elected treasurer 
and has furnished bond for the sum of 
$10,000, which we do not consider ade- 
quate. 

We found the assets of the association 
(consisting of cash in banks and in of- 
fice, real estate and mortgages on real 
estate) correctly reported. The mort- 
gages were earning good rates of inter- 
est. The real estate has since been sold 
at a profit of approximately $16,000 above 
the value at which it was carried on the 
books. 

For further findings regarding the as- 
sets, see Section 4 of this letter. 

2. System of Bookkeeping. 

In examining the books we found the 
system in use inadequate to give an im- 
mediate and 
financial condition of the association. 
It was incomplete, crude and outgrown. 
Vouchers were not in 
payments. 


made by examiners of the New York In- 
surance Department, and were repeated 
by them this year. 

Your committee recommended that an 
expert be engaged to prepare a new sys- 
tem of bookkeeping, adapted to the pres- 
ent condition and needs of the associa- 
tion, and capable of showing the exact 
financial condition at any date also, that 
for every payment made there should be 
a voucher on file and evidence of the in- 
debtedness. This was approved by the 
board of directors. 

Much progress has been made in mod- 
ernizing the system of accounting in ac- 
cordance with the suggestions offered, 
and the changes meet with the approval 
of your committee. 

3. Experience of Temperance Section. 

Although full statistics are not readily 
obtainable from the records, the 
rate of the Temperance Section (total ab- 
stainers) appears to be much lower than 
that of the general section (not total ab- 
stainers), the difference in death rates 
not seeming to be fully provided for by 
the slightly lower premiums charged in 
the Temperance Section. Hence the Tem- 
perance Section is sharing the death 


an adequate , 








a eee 


clear conception of the. 


evidence for all | 
Recommendations of improve- | 
ment in these respects had frequently been | 


| 


| 


} 


4. Expenses and Mortuary Funds. 

Since January 1, 1903, the expenses 
have averaged nearly the legal limit of 
35% of all dues and premium receipts, 
which is exceptionally high for a life in- 
surance association so well established as 
this one. Much of this excessive expense 
is traceable to the National Security 
Company contract which was terminated 
March 16, 1910, by order of the New York 
Insurance Department. 

Of the premiums paid by the general 
section, about 20% is available for ex- 
pense without entrenching upon the 
amount which would be required (if set 
aside and invested) to meet mortuary 
payment of existing policies without levy- 
ing extra assessments. But as 33% has 
been used for expense thus far, the 
amount reserved (represented by the as- 
sets of the association) is not a suffi- 
ciently large sinking fund for the future 
death claims which are certain to fall 
due. 

The Temperance Section is similarly 
affected, but probably to a less degree 
because of its more favorable death rate. 

Your committee, feeling that this is one 
of the most vital matters affecting the 
association, recommended that some plan 
be formulated and steps be taken look- 
ing toward increasing the assets of the 
association to an amount (ascertainable 
by actuarial investigation) which will be 


adequate for the demands which are cer- 


tain to be made upon it. The increase in 
assets can, of course, be effected in part 
by a reduction of salaries and economy 
(f management. It may also be neces- 
sary to levy extra or increased assess- 
ments. This latter course is permissable 
under the laws governing assessment as- 


/sociations. 


/ such 


Our recommendation relating to the 
adequacy of the assets was “referred to 
the executive committee, with request for 
further information from them as 
they may be able to give, and as early 


‘as they deem it advisable.” 


death 


; 
| 


| 


; 





| 


Your committee recommended greater 
economy of management, limiting the ex- 
penses to the expense element in the 
premiums, which should be definitely and 
separately recorded on the books; and 
limiting the salaries of officers to $5,000 
for president; $4,000 for secretary and 
manager of agents; $3,000 for treasurer. 
The same recommendation was made by 


losses incurred in the general section, no | the policyholders’ committee, formed prior 
‘to the last annual meeting whtch was 


separation of the funds of the two sec- 
tions having been made. 

Your committee recommended = that 
steps be taken to equitably readjust the 
rates of the two sections, and that to 
this end the two sections should be kept 
entirely distinct on the books, so that 
the total abstainers may have the op- 
portunity to demonstrate practically the 
advantage of the principles they advo- 
cate, and to profit by them. 

This recommendation was “referred to 
the executive committee who shall in- 
vestigate and report back to the board of 
directors when convenient.’’ Your com- 
mittee is informed that among the 


changes in the accounting department 





held November 15, 1910. 

The situation regarding salaries drawn 
by officials from the association direct is 
shown in the following table: 

Previous to Nov., 1910: 








RN, cdc coudl sue wee oeecoeees $7,500 
Secretary and Treasurer......... 7,500 
EE « cease etnbhetnedee6e ceens 2,500 

$17,500 

Present salaries: 

ES 6 it oa od wie eee met $6,000 
Secretary and Manager.......... 6,000 
PE. ccteongnetegeteesesoc cat 3,000 

$15,000 





Recommended by your committee: 





PPE. ches anesaodsateiasecenes $5,000 
Secretary and Manager.......... 4,000 
Wee eddeconctecadess feeee Ges 3,000 

$12,000 
In the case of Mr. Wilson, formerly 


manager and now secretary and manager, 
this is a decided increase of salary, due 
apparently to the doubling up of offices. 


5. Retrogression of Association. 

During the past five years no growth 
has been shown. In fact there has been 
a decline of insurance in force since 
1904 of $2,564,543 (about 26%); a decline 
in income from $265,262 in 1905 to $243,- 
680 in 1910 (about 9%); while the death 
rate per 1,000 members has increased 
from 14 to 19.6 (about 40%) with no 
equivalent increases to counterbalance. 
Most of the business secured during this 
period has been through the absorption 
of other weak associations. Owing to this 
lack of new blood the death rate has in- 
creased, making larger demands upon the 
assets. 

Your committee recommended that a 
vigorous campaign be inaugurated for 
new insurance especially among the tem- 
perance business men throughout the 
country, and that agents be secured who 
can successfully reach this class of men. 
We believe the reinsurance of other weak 
companies is detrimental to the perma- 
nency of this association. 

This recommendation was ‘“‘approved’”’ 
and we have been informed that adver- 
tisements have been inserted in news- 
papers with a view of securing more 
“live’’ agents; also that plans are being 


prepared to enter one of the leading 
temperance states of the South. No real 


results have as yet been shown along 
these lines, and your committee feels 
that the continuance of the association 
will largely depend upon the intelligence 
and activity displayed by it in its cam- 
paign for new business. 

We found that during the latter part 
of 1910 a large number of small indus- 
trial policies (nearly 700 in all, aver:g- 
ing less than $200 each) were issued by 
the association. This large number of 
small policies enabled the association to 
show an increase in members, but there 
was a decided loss in insurance in force. 
Industrial insurance is expensive to se- 
cure and is liable to create a high mor- 
tality rate. 

Your committee recommends the dis- 
continuance of this class of business. 


6. Executive Committee. 

The executive committee of three mem- 
bers, appointed by the board of directors, 
has largely controlled the association and 
is responsible for some of the criticisms 
that have been made. Formerly this 
committee kept no minutes of its meet- 
ings, and we found little evidence in the 
minutes of the board of directors as to 
acts of the executive committee. 

We recommended that the executive 
committee keep minutes of all its meet- 
ings, and that it report to the direc- 
tors at each meeting of the board. We 
are informed that this recommendation 
was “‘approved’”’ and that it is being com- 
plied with. 
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(Continued). 
7. By-Laws of the Association. 


The existing by-laws are not clear, but 
are ambiguous and uncertain as to many 
very important matters, such as _ the 
mortuary and expense funds, the duties 
and limitations of the directors and offi- 
cers, and the method of calling meetings 
of the members. 

We found that the exnense fund and 
the mortuary fund were not recorded and 
held as separate and distinct funds to be 
used for separate and distinct purposes 
as the by-laws contemplate and provide. 
We recommended that this be complied 
with, and that all withdrawals from 
che mortuary fund be made for payments 
of death claims only. 

Your committee recommended a revi- 
sion of the by-laws by a committee of 
three of the directors (other than offi- 
cers), that the same be submitted to the 
superintendent of insurance for his ap- 
proval, and when so approved, be sub- 
mitted to the board of directors and to 
the members as provided for by law. 

The board of directors passed a resolu- 
tion “that a committee of three be ap- 
pointed in conjunction with the officers 
of the association to reframe the by- 
laws. Such committee was appointed and 
has drafted new by-laws, which must be 
submitted to the members for their ap- 
proval. We consider the redraft clearer 
as to wording, but still unsatisfactory as 
to certain important provisions. 

8. Other Findings and Recommendations. 

The investigation which was made by 
your committee has brought out other 
points of criticism not submitted to the 
directors, some of which are as follows: 

The method employed in the past of 
announcing the annual meeting of the 


members and the soliciting of proxies | 


has been to print in very small type, on 
the margin of the premium notices, 
merely the date of the meeting, with the 
result that few members ever attended 
such meetings. Such procedure enables 
any management to perpetuate itself un- 
disturbed and without opposition. 

We believe that notice of the annual 
meeting should be sent to all members 
in a separate letter, by first-class mail, 
at least sixty days before the date of 
that meeting; that it should give par- 
ticulars as to the date, hour and place 
of that meeting; the name or names of 
directors whose terms will then expire; 
the period for which directors are to be 
elected; the names, addresses, terms and 
time of expiration of all hold-over di- 
rectors; full particulars of any other 
business to be brought before such meet- 
ing; and that it should contain a proxy 
form printed on a postal card, but with- 
out recommendation as to who shall be 
named as proxy. 

In the past the association has been 
criticised extensively for needlessly de- 
laying the approval or disapproval of 
death claims, and for compromising a 
large percentage of the death claims. Let- 
ters from beneficiaries of compromised 
death claims declare that undue advan- 
tage was taken of them and that they 
were unfairly treated. 

Your committee recommends a policy 


of prompt and full payment of all legiti- 
mate claims as being essential to the 
growth of the association. 

It was found that certain members in 
New York and other places held special 
separate contracts or appointments as 
members of a so-called advisory board. 
Such contracts provide that these “ad- 
visory’’ members shall receive annually a 
percentage of all premiums paid by mem- 
bers secured in their locality after the 
date of such contract or appointment. 
As we believe that an adequate service 
is rarely rendered the association, the 
payment of money to these ‘“advisory”’ 
members is equivalent to a dividend, a 
rebate or special favor, in violation of 
the theory of equality of rights and priv- 
ilezges which is the underlying principle 
of assessment life insurance. 

Your committee recommends the dis- 
continuance of this practice. Respect- 
fully submitted, 

COMMITTEE ON AUDIT AND INVES- 

TIGATION, by F. W. Bosworth, Sec’y, 

100 William St., New York City. 





BANKERS LIFE ASSOCIATION, DES 
MOINES, IA. 





to Change to Legal Reserve Basis. 

From time to time for the last three 
years persistent rumors have been cir- 
culated to the effect that this association 
has been planning to change to the legal 
reserve basis. In some cases these rum- 
ors appeared sufficiently reliable for us to 
mention them in these columns, and last 
month we mentioned the fact that S. H. 
Wolfe, the well known consulting actuary 
of this city, was at the association's home 
office making a full investigation, and it 
is reported a valuation of the outstand- 
ing contracts. 

The rumors that the association has 
changed to the legal reserve basis have 
| now become more persistent and circum- 
| stantial than ever, and we have even 








| been furnished a memorandum purport- | 


ing the rates which will be charged by 


| the association on a new term contract 
under which the full legal reserve will be 
maintained. 

These rates are identical with 
charged by a very reputable old line com- 
pany which has long made a specialty of 
term insurance. 


Interested subscribers should commu- | 


nicate with us for the latest develop- 
ments. We have asked the association 


this matter. 





COLUMBIA LIFE INSURANCE COM- 
PANY, CINCINNATI, OHIO. 








|Examination by Ohio Department Shows | 


Progress. 


An examination of this company by the 
Ohio Insurance Department, made as of 
September 30, 1911, shows 
improvement. During the first nine 
months of 1911 the surplus over capital 
and all other liabilities increased from 
$6,499.98 to $16,076.96. It was found that 
the company’s business is now on a pay- 
ing basis, although during September it 
sustained death losses of $6,000. The re- 





Another Report Concerning Alleged Plan. 


those | 


to make an official statement concerning | 


substantial | 


November I, IQtit. 


| pert of the examination shows total ad- 
| mitted assets of $703,305.47; capital paid 
in, $181,439.48; net reserve, $479,827; and 
surplus over capital and all other liabili- 
ities of $16,076.96. 
| The present surplus of the company is 
very much less than the surplus paid in 
by the stockholders, which has amounted 
‘in all to $144,690. Of that amount, how- 
ever, $30,000 was returned to a Chicago 
insurance agent who formerly represent- 
/ed the company there, and who in 1906 
| contracted to purchase one thousand 
|Shares of stock, par value $100,000, giving 
‘in payment $60,000 cash and $100,000 in 
two notes of $50,000 each. Later he sued 
‘to recover his notes and cash, and the 
suit was compromised by repaying to 
him $30,000, of which $28,810.43 was paid 
between May, 1909, and December ol, 
1910, the balance having been paid to 
him during the early part of 1911. In 
this settlement he was also allowed valu- 
able renewal commissions which, by the 
‘terms of his contract, had been for- 
‘feited. It will thus be seen that the 
company has spent in developing its 
plant about $100,000 net over and above 
the income from premiums and its in- 
| vestments. 

The company has reputable local back- 
‘ing, and is controlied by its officers and 
‘directors, who own a majority of its 
stock, a considerable fraction, however, 
being owned by the outside public. The 
president of the company recently in- 
formed us that the directors have never 
received any compensation for their serv- 
ices at meetings of the board or of the 
executive and finance committees. Six 
of the directors of the company are bank 
presidents, and all of them have served 
since the organization of the company. 


Dividends to stockholders are limited 
by resolution of the directors to 10% per 
annum, but no dividends have yet been 
paid, and the company informs us that if 
any dividend is declared within tthe next 
'two or three years it will not exceed 5% 
or 6%. 

Besides writing life insurance, the 
company conducts a health and accident 
department, which it states is on a pay- 
_ing basis. 

Most of the insurance written by the 
company was participating until 1909 and 
1910, when it wrote a considerable vol- 
'ume of monthly payment business, which 
was non-participating. It first wrote 
mainly deferred dividend policies, but the 
participating policies more recently is- 
sued are on the annual dividend basis, 
and it informed us that it was its in- 
tention to give every holder of a de- 
|ferred dividend contract the option of 
changing it to an annual dividend con- 
tract. 
| The dividends paid on participating 
policies render the net cost of insurance 
reasonably low. The first dividend on 
‘the ordinary life plan is about 10% of the 
premium, and the dividends increase each 
year about 5% of the preceding dividend. 


The company’s rates on its twenty- 
payment policies are considerably lower 
than those of most other companies, and 
in addition they contain special features 
absent from those of many other com- 
panies. 
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CONTINENTAL ASSURANCE COM- 
PANY, CHICAGO, ILL. 


This company was incorporated under | 
the laws of Illinois on February 8, 1911, | 
and was licensed to commence business — 
on May 31, 1911. The authorized capital 
is $100,000, and we were advised by 5S. H. 
Wolfe, consulting actuary of New York, 
in May, 1911, that the entire amount had 
been subscribed and paid in in cash to-— 
gether with $50,000 surplus. The par_ 
value of the stock is $100 per share, sell-_| 
ing price $150. We understand that there 
were no organization expenses with the 
exception of legal fees; that the promo- 
tion was handled entirely by the stock- 
holders. Those actively connected with 
the company are H. G. B. Alexander, 
who is president of the Continental | 
Casualty Company, and Manton Mav- 
erick, general attorney of that company. 

In a letter dated October 17, 1911, we) 
were advised by the company that its of- 
ficers are as follows: 

President, H. G. B. Alexander; vice- 
president, L. C. Rose; secretary, Manton 
Maverick; treasurer, Willlam H. Rob- 
erts. 

It will operate in harmony with the 
Continental Casualty Company, which 
has built up a large and profitable busi- 
ness, writing only personal accident and 
health business. 

The company is now licensed in Colo- | 
rado, District of Columbia, Indiana, Kan- 
sas, Michigan, Minnesota, Missouri, North | 


i 
| 





Dakota, South Dakota, Texas, Utah and | 
Washington. 

The company sent us sample copies of 
its regular ordinary life, twenty-payment 
life and twenty-year endowment non- 
participating forms, and also a t-venty- 
payment life, non-participating policy 
providing for “premium reduction.”’ 
(See criticism of the latter policies m 
the preface of our 1911 volume.) The 
following answers are applicable to 
its regular twenty-payment life non-par- 
ticipating policy which costs $32.35 an- | 
nually per $1,000 at age 35: 


(See Questions in 1911 Volume.) 

1. (a) Yes. (b) Yes. (c) Representa- 
tions. (d) No. 

2. Extended insurance. 

3. At will. 

4. On receipt of due proof. 

5. (a) Yes. (b) Yes. (c) Yes; 50 cents 
annualiy per $1,000. 

8. Thirty-one days; 5%. 

9%. (a) After one vear. (b) Yes. 

10. (a) Twentieth. (b) Three. (c) May 
defer six months. (d) Repaid at any) 
time. (f) 5%; in advance. 

11. (a) Yes. (b) Extended insurance. 

12. No provision. 

13. (a) No. (b) No. (c) No. 

14. One year. 

15. (a) Three years or thereafter by | 
special arrangement. (b) Yes. (c) 5%. 
(d) Yes. | 

16. (a) None. (b) Written permit and | 
extra premium required. (c) One year. 
(d) None. 

17. (a) Yes. (b) Yes. 
No, unless insured so directs. 
(f) No. 

18. Five years. 

19. (a) No. (b) Three months. (c) 


(d) No. | 


(c) Yes. (d) 
(e) No. 
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exceed 214%4% of sum insured. 


Three. 
(f) No. 
(c) Yes. 

(c) No. 
(c) No. 


19a. (a) No. (b) No. 
19b. (b) For cash values. 
19c. (b) For cash values. 





ECONOMIC LIFE INSURANCE COM- 
PANY, WILMINGTON, DEL. 





Receivership is Terminated—Stockholders 
Lose Nearly Entire Investment. 


NEWS. 73 
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(d) American 3%%. (e) Not to | holdings at that time, in cash, or the 


book value of their holdings in stock of 
the Postal Life Insurance Company, is- 


sued at par. 


Very few of the Economic stockholders 


took advantage of the offer of the Pos- 
‘tal, to the advantage of no one except 


Receivers were appointed for this com- | 
| Has Taken Over Assessment Company’s 


pany early in 1909. We are advised that 
that the stockholders will receive $1.39 a 
share for their holdings. The receivers 
are Alexander K. McCullagh and Web- 
ster K. Wetherill, of Philadelphia, and 
Harry Goldey, of Wilmington. 

The total amount held by the receivers 
for distribution was $59,563.48. We un- 
derstand that they received as fees $2,- 
150, and that H. H. Ward, of Wilming- 
ton, and W. W. Porter, of Philadelphia, 


‘counsel for the receivers, were allowed a 


total of $6,500; that the special master, 
S. D. Townsend, Jr., who also acted as 
counsel for the receivers, was allowed $5,- 
000. This sort of thing is impossible 
under the present laws of New York, 
where defunct insurance companies and 
banks are speedily and economically 
wound up by state officials. 

The Economic Lifé was incorporated 
under the laws of Delaware on Novem- 
ber 26, and began business February l, 


1907, with $100,000 paid in capital and 


$3,402.28 surplus. Although a Delaware 


tirely by the stockholders, but no profits 
were ever paid to them. There were none 
to pay. 
$10 per share, and it was sold at prices 
ranging from $11 to $20 per share, by 
means of the then customary misrepre- 
sentations concerning possible future 
profits. 

The company was grossly mismanaged 
from the day it first began business, and 


prior to that date, that there would be 
very little left for the stockholders un- 
less they could 
which they could hold the directors re- 
sponsible for their mismanagement. The 
funds of the company were dissipated 
recklessly. 

On April 7, 1909, 


negotiations were 


the receivership is at last closed, and | 





ness on July 21, 1969. 





The par value of the stock was | 


the receivers and their attorneys. 





FOREST CITY LIFE INSURANCE 
COMPANY, ROCKFORD, ILL. 





Business. 

This company was incorporated on No- 
vember 24, 1910, and licensed to com- 
mence business on March 27, 1911. It 
was formed by the same interests who 


/operated a company by the same name, 


incorporated under the assessment laws 
of Illinois, and which commenced busi- 
The assessment 
company charged legal reserve rates, and 
valued its policies according to the 
American 3%% and 4% table. 

The company advised us under date of 
October 7, 1911, that it had taken over 
the business of the assessment company, 
which company was examined by the IIli- 
nois Insurance Department to ascertain 
its present financial standing in connec- 
tion with the proposed reinsurance. The 
report of the examination is dated Sep- 
tember 6, 1911. 

The company advised us that in mak- 
ing the transfer it eliminated all the in- 
surance which was not paid for at the 
time the contract of reinsurance went 


corporation, it was operated from offices | into effect, making the amount in force 


in Philadelphia. It was controlled en- 


ut that time $1,200,000; that since the 
reinsurance about $250,000 additional has 
been paid for, giving the company over 
$1,400,000 in force on October 7. The 


/company is capitalized at $100,000, all of 


'in cash. 


which has been subscribed and paid-up 
The par value and selling price 


of the stock is $20 per share, and, there- 


_fore, no surplus has been paid in. 


.we stated in articles written in Best’s | 
Life Insurance News early in 1910, and 
cording to the 


There 
were no organization expenses, those 
operating the assessment concern taking 
charge of the stock sales. 

The company values its insurance ac- 
American 3%% table, 


| modified preliminary term plan. It issues 


find some means by) 


completed providing for the transfer of | 


the business and assets of the Economic 
Life to the Postal Life of New York, 
subject to the approval of the Insur- 


ance Departments of New York and Del- 
/aware. 


The contract of reinsurance was 
approved by both departments, certain 
scheduled liabilities of the Economic Life 
were assumed by the Postal, and the as- 


‘sets were transferred to offset and cover 
the same. 


The stockholders of the Eco- 
nomic Life were given the opportunity to 


exchange their stock for stock of the 


Postal Life at par to the extent of the 
book value of the Economic stock after 
the discharge of all liabilities. The con- 
tract provided that stockholders of the 
Economic might receive as elected, either 
the book value (about $50,000) of their 





both participating and non-participating 
policies. The vice-president and general 
manager, A. D. Warner, is a weli known 
insurance man, having had thirty-one 
years’ experience as agent, field manager, 
superintendent of agencies, actuary and 
statistician. The superintendent of 
agency work, James Golden, has, the 
company states, been a general agent for 
sixteen years. 

Since printing our report upon _ the 
company as contained in our 1911 vol- 
ume, there have been certain changes in 
the officers and directors. We print the 
correct lists below. 

The officers are: President, Theodore 
V. FEngstrom; vice-president and general 
manager, A. D. Warner; secretary, Geo. 
W. Brearley; treasurer, William H. Keig; 
medical director, F. H. Kimball; attor- 
ney, P. H. Garrett. 

The directors are: Bent, Chas., U. S. 
Pension Agent, Chicago; Blackman, J. 
B., banker, Harrisburg; Brearley, Geo. 
W., secretary of company, Rockford: 
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FOREST CITY LIFE—(Continued). 
Engstrom, T. V., investments, Rockford; 
Fitch, W. H., physician, Rockford; Foote, 
J. C., capitalist, Belvidere; Garrett, B. 
H., attorney, Rockford; Hafer, Henry, 
wholesale coal, Chicago; Keig, W. H., 
wholesale bakery, Rockford; Kimball, F. 
H., physician, Rockford; Kjellgren, M. 
A., assistant cashier, Rockford, Land- 
strom, O. E., secretary Central Furniture 
Company, Rockford; Mason, J. S., physi- 
cian, Urbana; Patten, A. E., tax agent, 
c., B. & O. Ry., Chicago; Phillips, R. W., 
implements, Lostant; Small, Len, banker, 
Kankakee; Warner, A. D., vice-president 
of company, Rockford; Warner, C. J., 
banker, Prophetstown. 

We have not received advices regard- 
ing Mr. Reynolds's retirement as presi- 
dent and a director of the company, but 
have written to the company concerning 
the matter. 





GEORGIA LIFE INSURANCE COM- 
PANY, MACON, GA. 





Will Not Issue Low-Priced Policy. 

This company advised us definitely un- 
der date of October 2, 1911, that it would 
not issue the’ low-priced premium non- 
participating policy referred to by us in 
previous issues of our News. It further 
stated that the policy was carefully con- 
sidered by its board of directors and by 
its executive department, and that both 
reached the conclusion that it would be 
unwise for the. company to offer the 
policy. 

The company stated that while the pol- 
icy was under advisement, its agency 
department gave undue publicity to it, 
but as soon as the management had 
knowledge of this fact all data pertain- 
ing to the policy was suppressed. 

S. Herbert Wolfe, of this city, has re- 
signed as consulting actuary of this 
company. 

In a letter dated October 11, 1911, the 
president of this company objects to 
articles printed by us concerning it, in 
which we mentioned the heavy commis- 
sions which were paid in connection with 
the sale of its capital stock. This we 
did because we believe that the conser- 
vatism or extravagance exhibited by the 
management of an insurance company 
during the period of its formation is a 
fair test of what may be expected from 
it thereafter. Continuing, the president 
in his letter to us uses the following 
language, which we consider is also an 
indication of the calibre of the manage- 
ment: 

“As president of this company, I de- 
sire to state frankly to you that any 
statement you may care to make about 
the company, so long as they are abso- 
lutely truthful, can be made by you with 
perfect propriety, but I would suggest 
that you use caution in making any 
statements or criticisms on the Georgia 
Life Insurance Company which are not 
well founded in fact, for I will not, 


either personally, or as an officer of the 
company, 
lenged.”’ 
To this we replied as follows: 
“We have made no statements or 
criticisms of your company which were 
founded on fact; 


permit them to go unchal- 


not well nor do we 





| make such criticisms of any company. 


We shall continue to say about your 
company in our reports whatever care- 
ful study of its affairs warrants, wheth- 
er such comment be favorable or un- 
favorable.”’ 





GUARANTEE LIFE INSURANCE COM- 
PANY, HOUSTON, TEX. 





Examined by Alabama and Mississippi 
Insurance Departments. 


The report of the examination of this 
company by the Insurance Departments 
of Alabama and Mississippi was sub- 
mitted by the examiner on June 10, 1911. 
The report was never printed by either 
insurance department for public distribu- 
tion, and we only recently succeeded in 





obtaining a copy. It is signed by W. 


R. Halliday, of Halliday & Damron, 
consulting actuaries, of Montgomery, 
Ala. The report shows the condition 


of the company as of December 31, 1910, 
to be as printed in our 1911 volume; 
therefore, it is unnecessary to include 
the statement in this article. 

It was found that although the author- 
ized capital of the company had been in- 


creased in June, 1909, to $2,000,000, none 
of the increased capital had been sub- 


scribed. The examination called special 
attention to a large item of disburse- 
ments, viz.: premium notes voided, $23,- 
558, which consists mainly of premium 
notes accepted in payment of first year 
premiums. The report states: ‘““‘The com- 
pany has been in the habit of paying 
very large first year commissions, and it 
was considered that premium notes could 
be accepted with advantage for first year 
premiums by reducing commission to 
agents in each instance. 

It was found that the company paid a 
dividend of $8,000 in 1910 to stockhold- 
ers, and that a similar dividend was paid 
in 1911. It was the opinion of the ex- 
aminer that these dividends should have 
been deferred until after the close of the 
vear 1911, “‘when the true earning power 
of the company will be more clearly de- 
fined.”’ 

Referring to commissions the report 
stated that first year commissions to 
agents are rather too liberal; that there 
is one general agency contract executed 
in 1911 providing for a 100% commission 
the first year, though without much re- 
newal liability. The report states: ‘‘Con- 
tracts on this basis cannot be regarded 
as conducive to a profitable character of 
business. Commissions on new business 
exceed 80%.”’ 

It was found that there are three series 
of special contracts running,and that the 
sum paid under such contracts in 1910 
amounted to $26,689.56. The examiner 
pointed out that such contracts are a 
serious burden upon the company and 
form a charge of 8.5% of the renewal 
premiums, and that although the com- 
pany has ceased making special con- 
tracts, it would be some years before the 
burden of the existing contracts will be 
removed. 

Referring to ‘‘total costs’’ the report 
states: ‘‘The total expenses of running 








the business amount to 150% of the new 
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premium income and over 20% of the re- 
newals. This ratio of expenses evident- 
ly has been based on the assumption that 
nearly all the first two premiums could 
be appropriated for expense at the out- 


set, and without regard to future ex- 
penses.’" The examiner stated that an 
inspection of the company’s valuation 


record satisfied him that the reserves are 
adequate on the basis of a two-year pre- 
liminary term, which system was changed 
to the one-year preliminary term basis 
at the beginning of 1910. One-half of the 
business is valued on a 4% basis and the 
other half on the 34%% basis. The report 
states that future business will be is- 
sued and valued at 3%%. 

This company issues non-participating 
policies only. Yet many of its forms pro- 
vide for what might be termed dividends 
in the form of coupons, and the report 
shows the following items which have 
been reserved for such payments: 
Coupons left with company and 

accrued interest thereon...... $2,869.34 
Guarantee dividend fund accrued 19,288.68 
Survivorship EES 6 646 666 ; 1,230.38 

The foregoing benefits are definitely 
provided for in the policies of this com- 
pany. The company also issues policies 
bearing a clause providing that $1.00 per 
' $1,000 insured shail be reserved out of 
each premium paid and accumulated at 
‘interest for division at the end of twenty 
years among the surviving policyholders. 
The report states that this “benefit is 
quite definite and the company has com- 
plied with the clause by making a re- 
serve to cover the liability. The policies 
issued each year bearing this clause con- 
stitute a separate class, and the benefit 
differs from the old tontine dividend only 
in that it is guaranteed and not specula- 
tive.”’ 

The sum of $28,323.25, which has been 
set aside to meet payments under spe- 
cial contracts in 1911, in the opinion of 
the examiner, appears adequate. 

Referring to increase of surplus of $29,- 
S¢2.78 in 1910, the examiner states that 
this is due “‘to methods of valuation and 
to failure to continue a special reserve 
set aside by the company two years ago 
in deference to a recommendation by the 
examiner for the insurance departments 
of Texas and Alabama.”’ 

The report states that since the be- 
gining of 1910 the practice of issuing pol- 
icies on the two-year preliminary term 
plan has been abandoned; that new rates 
are now in force based on the one-year 
preliminary term; that policies insuring 
$4,600,000, being new business for the 
vears 1910 and 1909, will require to have 
a full one-year reserve put up for the 
first time at the end of 1911. If the 
present rate of expense is not curtailed 
the loadings on the premiums will be in- 
sufficient and 
the surplus. 

In conclusion, the report commended 
the company for the skill and intelligence 
displayed in governing many essential 
phases of its business. The examination 
stated: “It is sound in its present un- 
derlying methods, and its directors are 
to commended for having been guided in 
their general policy by the actuary, Mr. 
Cochnower.”’ 





| 
| 





The examiner states that retrenchment 


an inroad will be made on- 
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in the expense of management is neces- 
sary, and should not be longer deferred; 
that “‘its surplus, as at present stated, 
should be regarded as a fund of unearn- 
ed rather than earned profits—a reserve 
for future exigencies and the cost of a 
reasonable growth, rather than a natural 
accumulation of profits, to be divided at 
the pleasure of the directors among the 
stockholders. This suggestion is made 
for the protection of policyholders, who 
in future years will involve the company 
in expenses which may not be covered by 
premium expense margins. Without 
doubt, the company has anticipated to an 
undue extent the loading for expenses to 
be received in future years. Such tend- 
ency was remarked by an examiner in 
1909, who recommended careful conserva- 
tion of resources, since which time the 
expenses relatively have increased in- 
stead of dividends.”’ 

The examiner states that the agency 
contracts of the company are so arrang- 
ed “as to avoid the usual character of 
agency losses and in the main its plan of 
securing new business contains many in- 
dications of judgment and practical ex- 
perience.”” He recommends that the 100% 
commission contract referred to 
be replaced “by one less onerous to the 
company.” 

The report stated that the books of the 
company had been well kept, “though 
the work might be still further reduced. 
The records of the liabilities not covered 
by the ledger accounts might be 
in better form.” 


improper and Irregular Investment Prac- 


tices. 


Attached to the report is a letter writ- 
ten to the Insurance Commissioner of 
Mississippi by examiners Halliday and 
Damron, and dated June 24, 1911. This 


port on certain of the securities of the 
Guarantee Life submitted by Mr. R. L. 
Slaughter, of the firm of Brown Bros., of 
Austin, Tex., and dated June 5, 1911. Mr. 
Slaughter stated that the presence of the 
securities scheduled by the company had 
been verified, and that in most instances 
the necessary papers were accounted for; 
also that certificates of title by the com- 
pany’s general counsel were accepted, 
“although members of the legal firm ap- 
peared to be interested directly or indi- 
rectly as beneficiaries in some of these 


loans. As a matter of fact, certificates 
of title were rarely found among the 
papers, but in such instances applica- 


tions for loans bore endorsements by the 
general counsel, indicating that the title 
had been approved. It was recommended 
by us in cases of mortgage loans that 
such approval should be sufficiently ex- 
plicit to show that titles in such instance 
were valid in the borrower, subject only 
to first lien held by the insurance com- 
pany. The general counsel were presum- 
ed to have satisfied themselves on that 
score before the company was permitted 
to consummate loans, but the certificates 
of title should be made to show such 
conclusions.”’ 

The attention of Mr. Slaughter, who 
examined the company’s loans, was, he 
states, “immediately drawn to many in- 








stances in which the officers and direc- 
tors appear to have interest as benefi- 
ciaries, either directly or indirectly in 
the investment of the company’s funds.’’ 
Mr. 
not oniy appears ‘‘to be at variance with 
Texas statutory inhibitions, but in any 
case such practices cannot be considered 
to be consistent with the proper man- 
agement of an insurance company, and 
is calculated to menace the interests of 
the policyholders.’’ 

We have not room to refer to all of 
the various irregular transactions brought 
out by Mr. Slaughter’s examination. One 
of the principal criticisms was that: “A 
majority of the stock recently was as- 
signed by endorsement on the certificates 
to a voting trust to run for a period of 
thirty years, making the control of the 
company absolute in a voting committee 
of six members. These gentlemen retain 
the right to vote a majority of the stock 
even though they may dispose of their 
own holding. It is conceivable that the 
men actually in control of the company 
may be without substantial holdings of 
ihe company’s capital stock, but assum- 


ing that these gentlemen are substantial 


above | 


stockholders and primarily interested in 


the success and welfare of the company, 
‘there would still exist no excuse for ad- 


kept | 


‘the insurance 


able 


ministering the funds’ of the policyhold- 
ers in such a manner as to bring about 
direct or indirect benefits to themselves 
and their associates. 

“The personal element entering into 
such transactions is veiled largely by cor- 
porate interest, but where directors of 
company are likewise di- 
rectors of the various corporations bor- 
rowing money from the insurance com- 
pany, the practice becomes as objection- 
as if the officers of the insurance 
company themselves borrowed the money 


_directly.”’ 
letter refers to an attached copy of a re- | 








INSULAR LIFE ASSURANCE COM- 
PANY, LTD., MANILA, P. I. 


Progress Being Made. 


Since the report upon this company 
was printed in our 1911 volume, it has 
advised us that up to June 30, 1911, it 
wrote new business aggregating 2,400,000 
pesos, of which 1,652,000 pesos was pass- 
ed and paid for. 

The company advised us that it issues 
10,15 and 20-year endownment policies only 
to natives, and that it issues to foreign- 
ers (Americans, etc.) ordinary life and 
limited payment life policies. In the 
comments upon its policy contracts on 
page 210 of our 1911 volume, the follow- 
ing inserts should be made: 

2. None. 

3. At will. 

6. Deferred 
written. 

10. (d) At any time. 
vance. 

11. (b) None. 

12. (a) Yes. 

13. (d) No. 

19a. (a) No. 

19c. (a) No. 


dividend policies only are 


(f) 8%; in ad- 


(b) At any time; 8%. 


(b) Yes. 
(d) No. 
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Slaughter states that such practice | 











MUTUAL BENEFIT LIFE INS. CO., 
NEWARK, N. J. 





Examined for New Jersey Insurance De- 
partment. 

This company has recently made pub- 
lic the report of an examination made by 
Fackler & Fackler, special examiners, for 
the New Jersey Department of Banking 
and Insurance, as of December 31, 1910. 

In transmitting the report to the com- 
pany, Commissioner Vivian M. Lewis 
said: ‘“‘I desire to congratulate the man- 
agement upon the excellent showing it 
makes for the company.’’ 

The report shows that since the last 
examination by the New Jersey Depart- 
ment, three years before, the amount of 
insurance in force has increased 23%. 
The holdings of property taken under 
foreclosure ‘‘both in number’ and in book 
value are less than half what they were 
three years ago.”’ 

The general excellence of the com- 
pany’s mortgages, say the examiners, “‘is 
shown by the fact that the company was 
compelled to take over only two proper- 
ties under foreclosure during the last 
three years, and the interest overdue 
December 31, 1910, amounted to less than 
one day’s interest earnings.”’ 

The basis for computing liabilities was 
found to be rather too conservative in 
the opinion of the examiners, so that the 
net surplus is increased $905,113.70 over 
the amount claimed by the company. To 
quote the report on this point: 

“While a few of the items of assets 
were found by the examiners to be some- 
what less than as stated in the com.- 
pany’s report, a far greater addition has 
been made in the case of other assets; 
at the same time the aggregate liabili- 
ties have been much reduced. The net 
result has been that according to the ex- 





aminers’ statement the company’s sur- 
| Plus December 31 ‘“‘was $6,377,877.24.”’ 

Concerning the suspended mortality re- 
serve, set aside as a liability to assure 
in so far as possible the maintenance of 
the company’s current dividend scale, the 
examiners say: 

“It appears to the examiners that the 
creation of this fund is an entirely prop- 
er method of arriving at the desirable re- 
sults sought.”’ 

The report is commendatory through- 
out, and is an endorsement of the means 
and methods by which the Mutual Bene- 
fit has been brought to the forefront of 
American life insurance companies. 





NORTHERN LIFE INSURANCE COM- 
PANY OF ILLINOIS, ROCK ISLAND, 
ILL. 

President Thompson Resigns. 

Hope Thompson, the president of this 
company, has resigned that office and ac- 
cepted the presidency of the Southern 
Development Company of Chicago, Il. 
His successor has not yet been named. 

We are informed by Mr. Thompson 
that local interests have proposed ma- 
terially to increase this company’s finan- 
cial resources, and that propositions have 
been made hkoking toward a consolida- 
tion with other companies. We expect 
to receive further authentic information 
in regard to the changes in the company 
within a few days. 
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OKLAHOMA NATIONAL LIFE INSUR- 
ANCE CO., OKLAHOMA CITY, 
OKLA. 

We have received word from this com- 
pany that the actual income earned upon 
its mortgage loans during 1910 was $14,- 
692. This would make the average rate 
per cent. earned for the year 8.9% in- 
stead of 4.9%, as shown in the detailed 
report upon the company on page 343 of 
our 1911 volume under the heading 
“Strength and Solvency of the Company.”’ 
The company explained fully the method 
of calculation by which it arrived at this 
ratio. Our method is not always ac- 
curate in the case of new companies, 
or where the amount invested is very 
small. We also wish to call attention to 
the fact that the company values its in- 
surance according to the Illinois stand- 
ard modified. preliminary term system, 
which is also the Oklahoma standard. 

We did not comment upon the com- 


pany’s policy contract in our detailed re- | 


port upon it as copies of its policies were 
not received before our volume went to 
press. 
subscribers, therefore, 
answers to the various queries which are 
based upon the company’s 20-payment 
life, non-participating policy, costing 
$30.41 annually per $1,000 at age 35, and 
which is, in the main, fair in its terms. 
Policy Contract. 

Twenty-payment life, non-participating 
policy, costing $30.41 annually per $1,000 
at age 35. 

(See questions in 1911 volume.) 


1. (a) Made a part; not attached. (b) 
No. (c) Representations. (d) No. 

2. Extended insurance. 

3. At will. 

4. Immediately upon receipt of due 
proofs. : 

5. (a) Yes. (b) No. (ce) No. Policy) 


contains extra provision, viz.: if original | 


beneficiary should die within ninety days 
after, and as a result of bodily injury 
effected by external, violent and acci- 
dental means while riding in or on any 
vehicle, or public or private conveyance, 
the company will pay the insured the 
face value of policy immediately upon re- 
<eipt of due proofs of death. 

8. One month; 6%. 

%. (a) From date of issue. 

10. (a) After fifteenth year. (b) One 
to three years, according to form. (c) At 
any time. (d) Repaid at any time. (f) 
6% in advance. Amount available as 
loan during any year is the guaranteed 
value at the end of the previous year. 

11. (a) Yes, except premium loans. (b) 
Extended insurance. 

12. No provision. 

13. (a) No. (b) No. 

14. No limit. 

15. (a) At any time. 


(b) Yes. 


(c) Yes. (d) No. 


(b) Yes, or re- 


instated. (c) 6%. (d) Yes. 

16. (a) None. (b) None. (c) One year. 
(d) None. 

17. (a) No. (b) Yes. (c) No. (d) 
No, unless insured so directs. (f) No. 

18. No limit. 

19. (a) No. (b) One month. (c) One 
to three, according to form. (d) Ameri- 


can 3%%; (e) 50% of first annual pre- 
mium; graded down for 15 years. (f) 
Yes. 


For the convenience of interested | 
we print below | 


19a. (a) No. (b) No. (c) No. 
19b. (b No. (ec) No. 
19c. (b) No. (c) No. 





PROVIDENT LIFE AND TRUST COM- 
PANY, PHILADELPHIA, PA. 


In the report upon this company as 
contained in our 1911 volume we stated 
under the heading ‘“‘Policy Contract” that 
a twenty payment, thirty-year endow- 
ment policy 
$1,000 at age 35. This is an error, the 
twenty-payment, forty-year endowment 
policy issued by this company costs $33.85 
annually per $1,000 at age 35. 
ers will kindly make the necessary cor- 
by changing the word 
‘forty.”’ 





READING MUTUAL LIFE INSURANCE 
| COMPANY, DOVER, DEL. 





Executive Office, | Reading, Pa. 


| Reckiess Waste of Stockholders’ Money. 
Poor Showing Made by the Company. 
Rothensis Resigns. 


_ This company was incorporated under | 


the assessment laws of Delaware, Octo- 
ber 29, 1908, and was licensed to trans- 
‘act business on December 17, 1908. The 


/people operating the company are also | 


| selling stock of the Reading Life Insur- 
‘ance Company, which is to operate on 
the legal reserve basis, and which 


| be launched when sufficient stock has. 


been sold. The work of promoting the 
new stock company is being carried on 


by a concern known as the Corporation | 


Funding and Finance Company. Stock 
of the latter concern is being sold to 
‘the public, but we are unable to com- 
ment upon the value of this stock as 
the company has failed to send us any 
information regarding its status, though 
requested to do so. 

Soon after the Reading Mutual 
commenced business it 


Life 


ment, the report of the examination be- 


pany as of June 30, 1909. Particular 





travagant agency commissions, and that 
-the Corporation Funding and Finance 
|Company had turned over 1,000 shares 
of its stock to the Reading Mutual Life 
as a consideration for acting as its sole 
agent; also that a written contract was 
entered into between the life and the 
Finance Company on April 1, 1909, in 
which it was agreed that the Corpora- 
tion Funding and Finance Company was 
to get the following commissions on 
business written on the monthly pay- 
ment plan: “80% the first year, 30% the 
second year and 22%% each succeeding 
year for eighteen years.”’ It was fur- 
ther agreed that the Funding Company 
should pay one-half the office expenses 
of the life company as long as the two 
corporations occupied offices jointly, and 
also that all provisions of the contract 
be binding on the Reading Life Insur- 
ance Company when the Reading Mutual 
Life turns over business to it. 

The examiners stated that they were 
unable to verify the value of the stock 





costs $33.85 annually per | 


rate for such a policy being $37.70. A/| 


Subscrib- | 


rection in their 1911 volume on page 388, | 
“thirty” to. 


will | 


Was examined | 
by the Pennsylvania Insurance Depart- | 


ing based upon the condition of the com- | 


attention was called to the grossly ex- | 


Company owned by the life company, 
which it claimed to be worth $10,000, as 
access to the books of the Funding Com- 
pany was refused at that time. 

The examiners stated that the presi- 
dent of the Reading Mutual Life, D. W. 
Rothensies, was also president of the 
Corporation Funding Company. 

The report of the examination states 
that later, under date of July 26, the 
Finance Company took up its stock de- 
positing in its place a certificate of de- 
posit for $10,000, which was placed in 
the hands of the Insurance Commission- 
er of Delaware, and receipt for same 
was shown to the examiners. 

We understand that the Reading Life 
Insurance Company is to have a capital 
stock of $300,000, and that it has been sold 
at prices varying from $15 to $20 per 
share, par value $10. Last advices from 
the Insurance Department of Delaware 
were to the effect that the Mutual com- 
pany was still doing business, and that 
it had on deposit with the Department 





$19,000 ‘“‘to protect the legal reserve on 
the few ordinary policies which they 
carry.” The Department also stated 


that it knew nothing of any stock com- 
pany being incorporated under the laws 
of that State to take over the business 
of a mutual company. 

The condition of the Reading Mutual 
_Life Insurance Company at the end of 


1910 was as follows: 
Assets, December 31, 1910. 
‘Bonds (book value) ........... . $8,000.00 
Interest due, $160; accrued, 

DED . cusebbbenusss 66¢sn066e62 776.68 
Cash in office, $1,090.29; and in 

RE, BGG oc vec ccacccceec 34,150.93 
Agents’ balances, $298.15; bills 
| Geena, GERD. 0 kcicvcccuces 395.37 


|Furniture and fixtures, $6,850.04; 
stationery and supplies, $3,- 


| DE ted speed cshne nemaiedeke 10,682.37 
| 

















_Uncollected premiums .......... 3,145.86 
Gross Assets ........ se0ceed $57,151.21 
Deduct assets not admitted..... 11,077.74 
| Total Admitted Assets...... $46,073.47 
Liabilities, December 31, 1910. 
Agents’ credit balances......... $1,242.01 
Dividend deposited with Co. at 
PGE. wes cdeccedcedesceecoece 14.60 
Total Liabilities ......... .«+ $1,256.61 
Surplus (see below)............. 44,776.86 
DEE * éhbabodceshescessecscel $46,073.47 
Income During 1910. 
First year’s assessments........ $41,632.04 
Subsequent year’s assessments.. 7,303.33 
Contribution, $48,495.35; miscel- 
laneous items, $218.10......... 48,713.45 
| ERE SRE Aa $97,648.82 
Disbursements During 1910. 
Death claims paid.............. $4,800.00 
Advance payments returned to 
rejected applicants ........... 1,748.18 
Commissions and fees paid to 
agents on account of first 
year’s fees, dues or assess- 
ments, $32,687.96; subsequent 
PORN, GIBB oe. cccccccece -+» 33,859.76 





—— Teena eee 
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_ 


Salaries and allowances of man- 
agers and agents not paid by 





SOE. cnceécvesoeccqesecs Gearee 
Salaries of officerS ..........+.. 12,375.04 
Salaries and other compensation 

of office employees ........... 6,882.18 
Medical examiners’ salaries and 

DE skp caeeeeaee 00060 0n0e800 60 8,711.32 
Taxes on premiums, $183; in- 

surance department fees and 

ome, Bee  ccccccecesooece 2,073.00 | 
Se ee ee 1,208.52 
Furniture, $761.11; legal expenses, 

$53.58; advertising and print- 

Smiat, BEUSC.O1 acccccccccccececse 4,940.70 
Traveling expenses, $897.38; post- 

age, express, telegraph and 

telephone, $1,342.70 ........... 2,240.08 
Jeneral expenses, $1,694.09; di- 

rectors’ salaries, $7,525.01; re- 

insurance premiums, $46.35.... 9,663.75 

Total disbursements......... $91,974.25 


It will be noted from the above fig- 
ures that most of the company’s ad- 
mitted assets are represented by bank 
deposits; also that the statement of in- 
come shows no interest earnings what- 
ever. A “surplus” of $44,777 is shown by 
the statement. This is possible only be- 
cause the company does not set aside a 
legal reserve under its policies as a liabil- 
ity. If such a reserve were charged, a 
very small surplus would be shown. 

It will also be noted that the state- 
ment of income shows in addition to the 
assessments received a “‘contribution” of 
$48,495. We have asked the company to 
advise us just what this contribution rep- 
resents. The total disbursements of the 
company, $91,974.25, were charged almost 
wholly to management expenses, the 
death claims paid in 1910 being only 
$4,800. We need no further evidence 


that the company is being managed ex- | 


travagantly and without any regard to 
the interests of its policyholders. In 
addition, we see very little prospect of 
the stockholders of either the Corpora- 
tion Funding and Finance Company or 


the new life insurance company receiv- | 


ing more than a small percentage of the 
money which they have paid in on ac- 
count of capital stock of either concern 
in event of the liquidation of these com- 
panies. 

The statement printed above was re- 
ceived from the Insurance Department 
of Pennsylvania, and according to the 
figures which that Department sent us 
the company had $1,697,050 of insurance 
in foree at the end of 1910, although 
during the year it had written $3,180,333. 
At the end of 1909 the company had in- 
surance in force amounting to $1,330,250. 
This is a ruinous lapse rate. 


Early in 1911 warrants were issued ¢for | 


the arrest of C. H. Rank, John Hanlin 
and D. W. Rothensies at the instance of 
Conrad Schirf, who resided near Ebens- 
burg, Pa., claiming that he had in- 
vested $6,187 in the Reading Life and 
the Corporation Funding and Finance 
Company, and that although his certifi- 
cates guaranteed the payment of 20% in- 
terest annually, that he received no 
dividends and that there was no Read- 
ing Life Insurance Company. He is one 
of a great number of people in Cambria 


) 


concerns after having sold 


_ chase the stock. 
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County who invested money in these | in Reading, but it is reported that he is 
large ceoal|a man of some means, and connected 
holdings so as to enable them to pur- with several financial institutions in Lan- 
Newspaper items of | caster; also that he controls some large 
February 10, 1911, stated that Mr. Schirf /lumber company. 


So far as we can learn 


was the only stock purchaser who had|he has had no experience at all in life 
proceeded against the Reading men, but | insurance. 


that other prosecutions would follow. 

In denying all knowledge of the war- 
‘rant, D. W. Rothensies stated that Mr. 
Schirf had been sued to recover money 
that he owed for subscriptions to the 
stock of the Reading Life Insurance 
Company, “a legitimate corporation.’’ 
He further stated: “It is apparent that 
the motive behind this alleged prosecu- 
tion and the publicity given to it is an 
attempt to frustrate the efforts being 
made to compel payment of the stock 
subscription. The alleged false  pre- 
tensions are absolutely untrue and with- 
out foundation.’’ 

We print Mr. Rothensies’ 
for what it is worth, and our subscrib- 
ers will be interested to know that the 
above warrant is only one of a number 
which have been filed against the peo- 
ple operating these concerns. No doubt 
they will continue selling stock as long 
as the public continues to buy. Late in 
1910 we were reliably advised that the 
promoters were then engaged in resell- 
_ing stock which had been thrown back 
on them by purchasers who had bought 
it at the beginning of the game and 
were promised big results, but receiving 
no assurance that the promotion would 
ever materialize, they became dissatisfied 
and refused to pay their notes which 


| 


had been given in payment of the stock. | 


The officers of the company, accord- | , ’ 
way with the society of the same name 


ing to our records, are: President, D. 
W. Rothensies; secretary, E. S. Snyder; 
treasurer, Thomas Lockard, and general 
manager, Frederick G. Anderson. 
Subscribers interested in the past rec- 
ords of the officers of the company 
should call upon us for a confidential 
report. Recent inquiries addressed by 
this office to the Reading Mutual Life In- 
surance Company have been ignored. 


Rothensies Has Resigned as President. 


| There has been a great deal printed 
-recently regarding the resignation of D. 
|W. Rothensies as president of the Read- 
ing Mutual Life on account of his outside 
| connections which require his attention. 
| Farewell banquets were tendered him 
and he leaves with colors flying. It ap- 
/pears that he has relinquished his charge 
| ‘‘reluctantly.”” Undoubtedly it is hard to 
leave so lucrative a position, but consid- 
ering that he has been with the company 
ever since its organization, he perhaps 
feels that he should give some one else a 
chance. It is said that he has accumu- 
lated considerable real estate and farm 
lands at Delhi, N. Y. We understand 
‘that at a farewell banquet tendered him 
| by the officers and agents of the Reading 
Mutual he made the statement that he 


-was very heavily interested in some 
‘smoke and paint business” in New 


York. 

The man who succeeds Mr. Rothensies 
as president, Dr. FE. S. Snyder, was for- 
merly secretary and treasurer of the 
Reading Mutual Life. He is from Lan- 
caster, Pa., and is not known very well 





statement | 











Mr. F. G. Anderson, who practically 
controls the affairs of the company, is 
still its general manager, and will no 


'doubt continue to give the company the 


benefit of his services as long as there 
is any money to be made out of the pro- 
motion. We understand that Mr. Roth- 
ensies is to remain with the company as 
a member of the board of directors. 





ROYAL BENEFIT SOCIETY, WASH- 
INGTON, D. C. 





Expects to Reorganize on a Stock Basis. 

This is a fraternal order which was or- 
ganized under the laws of the District 
of Columbia in 1897. At the end of 1910 
it had assets of $67,218; liabilities, $51,- 
761; total insurance in force, $4,459,965. 
Its national president is Thomas W. Wil- 
son. 

It has been rumored lately that those 
operating the society were to form a 
stock company to take over the business 
of the fraternal, and in reply to our in- 
quiry the order advised us under date of 
October 23, 1911, that it is taking steps 
to reorganize on a _ stock basis. The 
president stated that the stock would be 
issued direct, and that it would not en- 
ter into an agency contract with anyone 
to sell the stock. 

This society is not connected in any 


organized under the laws of the State of 
Illinois, although it has a branch office 
at Springfield, Il. 





SECURITY LIFE INSURANCE COM- 
PANY OF CANADA, MONTREAL, 
QUE. 

This company was incorporated under 
the laws of the Federal Government of 
Canada on April 27, 1907. Its authorized 
capital is $1,000,000. It began business 
on April 17, 1911, with $439,100 sub- 
scribed capital of which $65,015 was paid 
in in cash together with a cash surplus 
of $45,687.50. The par value of the stock 
is $100 per share, selling price $125. The 
company states that $25 is available for 
organization expenses. 

The active organizer of the company 
was Victor Morin, its_ vice-president. 
The company states that he assumed 
the expense of organization up to Feb- 
ruary 1, 1911, and that the commissions 
paid for the sale of stock amounted to 
$5 per share. Of those connected with 
the company the following have had 
previous insurance experience: Alfred 
Desnoyers, who was formerly field su- 
perintendent for the Mutual Life and 
the New York Life, and also the Mutual 
Life of Canada, having had ebout thirty 
years’ experience; W. C. Baber, actuary, 
who has had ten years’ experience in 
the actuarial department of the Sun 
Life of Canada, and A. Paquette, ac- 
countant, who was connected with the 
Excelsior Life of Canada for a number 
of years, and also with other companies. 
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SECURITY LIFE OF CANADA—(Con- 
. tinued). 


The company writes only non-partici- 
pating life insurance at present, but it 
intends to seek broader amendments to 
its charter which will enable it to write 
all kinds of insurance. 

The present officers are: President, 
Jas. E. Wilden; vice-president, Victor 
Morin; chief agent, Jas. E. Wilden; field 
superintendent, Alfred Desnoyers; actu- 
ary, W. C. Baber; chief medical officer, 
J. D. Warren, M.D.; secretary and treas- 
urer, Geo. Whittaker; accountant, A. 
Paquette; attorneys, Kavanagh, Lajoie 
and Lacoste, Montreal. 

The directors are: Bourchard, A., doc- 
tor, . Chicoutimi, Que.; Casgrain, R., 
pharmacist, Montreal; Chaquon, E. P.; 
doctor, Montreal; Fortier, J. M., 
co manufacturer, Montreal; Laporte, J. 


H., doctor, Joliettey Que.; Malo, L., doc- | 


tor, Ephiphanie, Que.; Morin, Victor, 
notary public, Montreal; Sawyer, E., | 
manufacturing stationer, Montreal, and 


Wilden, Jas. E., merchant, Montreal. 





SOUTHERN STATES MUTUAL LIFE. 


INSURANCE CO., 
W. VA. 





Examination Not Yet Made Public. 

This company was examined by the 
West Virginia Insurance Department 
early in 1911, the examination being con- 
ducted by John F. Roche, consulting act- 


uary of New York. The examination has | 


never been made public due to the fail- 
ure of the Attorney General of West Vir- 
ginia to make a decision in 
certain taxes. 

We interrogated the company 
ing this matter recently and it 
that in the examination the question was 
raised ‘‘as to taxes upon its capital stock 
(so called)’’. 


regard- 


of the company. 
$259,000 paid-in for capital and $50,000 for 
expense money. The company advised 
us that this money was paid in without a 
dollar being expended for commissions. 

The company contends that its capital 
stock is not taxable and the matter has 
been before the attorney general for de- 
cision ever since the examination 
ferred to above was completed. 

The company sent us a statement as 
of June 30, 1911, which shows that its 
contingent funds increased slightly, not- 
withstanding the fact that its death 
losses were rather heavy. It stated that 
since July 1 its mortality experience has 
been favorable: that its reserves are 
much higher than the law requires so 
that it could transfer sufficient funds to 
make a better showing of earnings if it 
wished. It considers that such 
would be deceptive, however. It further 
stated that the principle upon which it 
operates has been, and will continue to 
be “to maintain our capital stock (so- 
called, but properly 
$250,000, absolutely unimpaired, and let 
the expense fund take care of itself.’ 

The statement of the company as of 
June 30, 1911, is as follows: 

Assets. 


re- 


Real estate 





tobac- | 


CHARLESTON, | 


regard to | 
stated | 


The statute under which this | 
company operates specifically states that. 
its capital stock shall not be a liability | 
It was organized with | 


a plan | 


surplus fund) of. 


| Thorndale, 
$15,000.00! dent Farmers 











Mortgage loans on real estate.. 297,915.22 
Loans secured by pledge of 

stocks, bonds or other col- 

Dt dgesdéso0s scsul weschere 61,088.18 
Se EE 6060 od desbd cacedde 60,850.00 
Loans to policy holders, fully 

secured by reserve value of 

ED “Babes ecbedeceeeessetoce 36,024.13 
Premium notes on policies in 

DD a ceubebioteceddeddwaucties 14,465.88 
Cash deposited in banks....... 9,392.03 
Agents’ balances, secured and 

SOG ccc ccc cccccccccccss 8,508.25 
Interest and rent due and ac- 

a ee rr 6,740.85 
See PEED Scvcecedcccéeces 4,356.88 
Net amount of due and de- 

ferred premiums ............. 11,509.47 
Market value of bonds over 

ee Shedd ec edenasbeee 2,222.02 

Furniture and fixtures......... 3,000.00 
Total Assets ............... $531,073.11 
Liabilities. 
Net present value of all out- 
| standing policies in force 
eS «Oy eee $241,013.07 
Premiums and interest paid in 
Ee ee ny 2,182.78 
_ Unused surrender values....... 586.58 
All See TOs 0 0 60 0% cctcee 168.28 
Assets not admitted by insur- 
ance department ............. 24,969.79 
Special reserve and contingent 
SEE 6800006640660 00006400086 Cee 
| Total Liabilities ........... $531,073.11 
/'Death losses paid (first six 
Dt waeensneudeesoecthsuetean $24,000.00 
Insurance in force over......$5,300,000.00 





‘TEMPLE LIFE INSURANCE COM- 
PANY, TEMPLE, TEX. 





Another New One for Texas. 
This company was incorporated 
the laws of Arizona on September 12, 
1911, and informs us that it will begin 
business on January 1, 1912. Its author- 
ized capital is $500,000, of which $65,000 
was subscribed and paid in in cash on 
October 10, 1911. No surplus was paid 
in at that time. The company 
that the par value of its shares is $10, 
and that $5 per share is available for cr- 
ganization expenses, the 
having consented to such expense. 
company states that its first 
stock ($65,000) sold for $12.50 
that the second issue is now selling at 
$25 a share, $10 of which is to go to sur- 
plus account. 
The present officers 
/are: A. L. 
general 


under 


The 


issue of 


of the company 
Lundgren, president and 
manager; Sydney Smith, secre- 
tary-treasurer and chief counsel; Dr. S. 
A. Watts, medical director. 

The directors are: Busch, John, vice- 
president Farmers and Merchants Bank, 
Hutto, Tex.; Clark, J. S., retired farmer 
and capitalist, Thorndale, Tex.; Craw- 
ford, J. T., farmer, Troy, Tex.; Denny, 
Chas. F., president H. C. Denny & Co., 
_ bankers, Belton, Tex.; Heyer, Prof. F. 
|W., Thorndale, Tex.; Isaac, J., farmer, 
Tex.; Lungren, John, presi- 
and Merchants’ Bank, 








(of its affairs. 


| perience, 


Hutto, Tex.; Lundgren, A. L., founder 
Temple Life Insurance Company, Tem- 
ple, Tex.; Michalk, Henry A., insurance, 
Austin, Tex.; Miller, J. J., farmer, Thorn- 
dale, Tex.; Smith, Sydney, attorney and 
counsellor at law, Temple, Tex.; Watts, 
S. A., M.D., Pendletton, Tex.; William- 
son, L. 8., president Temple Commercial 
Club and president L. S. Williamson & 
Co., Temple, Tex. 

A. L. Lundgren, the president and gen- 
eral manager of the company, was its or- 
ganizer under contract. He advised us 
that he has been in the insurance busi- 
ness for ten years. We have not received 





detailed information as to his past con- 
nections. 
UNION PACIFIC LIFE INSURANCE 


COMPANY, PORTLAND, ORE. 
Still Organizing. Examined by 
Oregon Insurance Department. 


The original incorporators of this com- 
pany are Mark T. Kady, I. M. Walker 
and F, H. Wiencken. It has been in proc- 
ess of organization since early in 1909, 
having been incorporated on March 29 
and chartered on May 1 of that year. Mr. 
Kady is the president of the company 
and has thus far practically managed all 
He is the only one of the 
incorporators Who has had insurance ex- 
having been State Agent for 
the Mutual Benefit Life Insurance Com- 
pany between the years 1891 and 1896. 
Later he was manager at Portland for 
the defunct Mutual Reserve Life Insur- 
ance Company. 

When the company was first launched 
Mr. Kady inserted advertisements in the 
local papers of Portland, and vicinity, 
calling attention to a Policyholders’ Mu- 


tual Reserve in the Northwest and giving 


gotten 
states 


stockholders | 


the names of a number of professional 
and business men in Portland and there- 
abouts who had subscribed to the capi- 
tal stock of the new company. The ad- 
vertisement called attention to the large 
amount of business in the Mutual Re- 
serve Life of New York which had 
lapsed, and was about to lapse, and stat- 
‘“‘Nearly all of this 
together into a new home com- 
pany with a very small expense, ete. 
None of the assessment business of the 
Mutual Reserve was to be accepted by 
the new company. The ad stated that 
one-fourth of the capital stock had been 


ed, business can be 


subscribed for at that time, May 12, 1908, 


a share; | 


dential 


mostly by policyholders of the Mutual 
Reserve. The targe profits which had 
been paid to stockholders of the Pru- 
and Metropolitan Life Insurance 
Companies were referred to. The Mutual 
Reserve policyholders were asked to sub- 


seribe to the capital stock of the Agen- 


company. 





cies Associates of America, a subsidiary 
concern, formed to help promote the life 
They were asked to purchase 
one share (par value $100) of the agen- 
cies concern stock for each $1,000 of in- 
surance carried. 

During 1908 when the stock of the 
Agencies Associates of America was be- 
ing offered, the title of the new company, 
which was to be formed was not men- 
tioned; however, early in 1909 when the 
Union Pacific Life was incorporated, ad- 
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vertisements appeared in the local papers 
to the effect that stock of the Union Pa- 
cific Life would be sold at $30 per share, 
par value $10. Advertisements appeared 
at intervals from that time on. Some 
of these stated that a certain amount 
had been paid in on account of the au- 
thorized capital, and that only a small 
amount was needed to obtain a license 
for the life company in Oregon. Many of 
the advertisements contained statements 
which were misleading and improper re- 
garding the value of stock of life insur- 
ance companies. Other statements were 
made which were open to severe criti- 
cism among which was the following in- 
serted in a Portland paper on March 7, 
1910: “The only life insurance company 
in Oregon with an experienced life insur- 
ance man at the head of it, who knows 
the business of life insurance from A to 
Z."" Later advertisements did not men- 
tion the amount of stock paid in, but still 
spoke in glowing terms of the wonderful 
prospects of the company. 

Letters which we have received from 
authenic sources stated that Mr. Kady 
was paying from 20% to 25% to agents for 
the sale of stock, although in letters to 
us he denies that such is the case. 

The company also employed a syndi- 
cate agreement which was made in con- 
sideration of the compensation for serv- 
rendered under 
ment. The membership was limited to 
100. and each member was entitled to 
purchase 25 shares of stock. They agreed 
to aid in promoting the sale of the bal- 
ance of the company’s stock, and to fur- 


ices to be such 


nish names of people whom they consid- 


ered financially able to do so. The ap- 
plication was based upon the condition 
that the member should purchase and 
pay cash in advance for a certain num- 


ber of shares in the company at the rate 
of $30 per share, and that he was not 
entitled to the benefits of more than 25 
shares under said syndicate agreement. 
Under date of November 16, 
company advised us that the stockhold- 
ers of the Agencies Associates of Amer- 
ica were given the opportunity to sub- 
scribe to the capital stock of the Union 
Pacific Life, and they were given ten 
shares of stock in the life company for 
each share held in the Agencies Company 
for the reason that the par value of the 
Union Pacifie stock is $10 per share while 
the par value of the Agencies stock was 
$100. The company stated that there 
were a number of subscribers of the 
Agencies Associates who had signed the 
articles of incorporation of the life com- 
pany, and it was thought that they would 
be considered stockholders, but its at- 
torney had since decided that the sign- 
ers of the articles of incorporation were 
not rightful subscribers for stock. 
company also advised us at that time 
that there had been about seventy of the 
one hundred syndicate agreements placed; 
that the holders of these agreements paid 
the same for their stock as the rest of 
the stockholders. In addition, they were 
required to sell the second $100,000 of 
stock which the company expected to is- 
sue for which they were to receive 2,500 


shares of stock in amounts of 25 shares 


agree- | 


1910, the | 


The | 


ing the syndicate agreement it figured on 
the “organization that the holders of 
same will give us, as these agreements 
are only given to stockholders who take 
an active interest in the sale of the bal- 
ance of the company’s stock, and later, 
the development of the company’s busi- 
ness.”’ 

It is the intention of the company upon 
receiving its license to dissolve the Agen- 
cles concern. 





Report of Examination. 


This report, which is dated July 22, 
(1911, was not received by us until Octo- 
ber 5, 1911, and, therefore, we could not 
‘refer to it in our October issue. Some 
‘f the important findings are mentioned 
below: The authorized capital is $100,000, 
idivided into 10,000 shares of a par value 
of $10 each. Although the company’s ap- 
plications for stock state that the selling 
price is $30, the report shows that 3,860% 
shares sold at $30; 1,26954 shares at $15; 
6374< shares at $12; 65 shares at $25 and 
(200 shares at $12.50. The report states 
‘that the foregoing outstanding stock was 
‘shown on the stock certificate book of 
the company as of June 30, 1911. Of the 
‘amount just mentioned $60,331.33 is ap- 
plicable to capital stock and $86,309.77 to 
| surplus. 

The actual cash received from sub- 
scriptions to stock was $103,952.57 on 
June 30, 1911. The report shows that the 
actual cash disbursements up to that 
liime were $45,089.86, showing that 41% 
of the cash collected had been expended 
in organization work, an _ excessive 
amount. In addition to the cash received 
on account of stock subscriptions, $2,384.- 
27 was transferred from the “Agencies 
Associates of America.”’ 








In the statement of income an item of 
$6,957,89 is shown as cash received from 
premiums. This item is entered as a lia- 
‘bility in the examiner's statement as 
‘premiums payable.’”’ The report states 
that the company claims to have accept- 
ed these premiums with the understand- 
ing that they would apply as premiums 


on policies of the new company or on 
'rayment for stock subscriptions, or re- 
‘funded if desired. 

According to the report, the actual 
amount subscribed for capital on June 


20, 1911, was $82,371.30; amount subscribed 
for surplus, $121,641.91. The subscription 
account was made up as follows: 

Payments made in cash, $103,952.57; 
transferred from ‘“‘Agencies Associates 
‘of America,” $2,384.27; notes on hand, 
($23,684.85; installments not yet paid, $37,- 
| 638.62; mortgages and collateral notes, 
$36,352.90. 

The foregoing subscription account rep- 
resents 8,237 shares. 

The balance sheet as of June 30, 1911, 
as shown by the report gives the assets 
as $169,900.36. Among the assets are 
shown agents’ balances aggregating $8,- 
928.69. Of this amount, 
owes $2,200.97. 


cate agreements used by the company, 








Mark T. Kady 


The report gives copies of the syndi- 
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this time. In commenting on such agree- 
ments the report states: ‘‘They are of 
value to disclose the methods for the se- 
curing of subscriptions to its capital 
stock.”’ 


The subscription blank for _ capital 
stock of this company provides that all 
over the par value of this stock “is paid 
for the creation of surplus and organiza- 
tion expenses.”’ It is not stated, how- 
ever, how much shall be applied to sur- 
plus and how much may be used for ex- 
penses. The fact that the company has 
used such a large percentage of actual 
cash collected on account of capital stock 
to date places it open to severe criti- 


cism, 
The report calls attention to certain 
agreements entered into between the 


company and stockholders which were 
never fully completed, but the amounts 
involved were included in the company’s 
statements in order to show a larger sub- 
scription and a greater paid-up capital 
stock. This is an important point, for 
according to the advertisements appear- 
ing in the papers regarding the sale of 
stock of this company it was the prac- 
tice of the company to state that a cer- 
tain amount of capital had been paid in, 
and that so much remained to be paid 
in, while as a matter of fact, the report 
of this examination shows that the actual 
amount subscribed on June 30, 1911 ($82,- 
371.30) was about $7,000 less than the 
amount stated to have been paid in in an 
advertisement in the “Morning Oregon- 
ian’’ of Wednesday, February 16, 1910. 

The summary of the report reads as 
follows: 

“This corporation has been engaged for 
a period of more than two years in sell- 
ing and securing subscriptions to its cap- 
ital stock for the purpose of obtaining a 
license to do business as a life insurance 
company under the insurance laws of 
Oregon, and possesses cash assets amount- 
ing to. $17,721.60, and 


bonds warrants 


/amounting to $21,897.70, and real estate 


and 





but we have not space to print them at, 


mortgages amounting to $23,450. 

addition, there are stockholders’ 
secured by real estate mortgages 
collaterals, amounting to $36,352.90, 
unpaid installments to be collected 
on account of subscription agreements, 
amounting to $23,126.05; also, subscrip- 
tion account, $35,988.62; furniture and 
fixtures, $576; and agents’ balances and 
sundry accounts, amounting to $10,787.49. 


“In 
notes, 


and 


“These results have been accomplished 
by the corporation at a net cost of $41,- 
070.74 to its stockholders. 

“TIT have been greatly retarded in my 
examination by the imperfect system of 
bookkeeping, and found it difficult to ob- 
tain the information necessary to deter- 
mine the true financial condition of the 
company. The treasurer of the company 
is rewriting the books and assurance has 
been given that an improved system will 
be installed. Respectfully submitted, 


“J. W. FERGUSON, 
Examiner.” 
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